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THE STONECUTTERS’ UNION AND THE STONE-PLANER 
I 


Machines for planing stone have been used for many years. 
The original machines were simply iron-planers slightly recon- 
structed, and were worked by a gear-and-rack drive. They were 
successful in planing flaggings and other paving material for which 
a smooth surface was not required, but could not be used on build- 
ing material. About 1880 a new type of planer was designed, in 
which a screw was substituted for the gear-and-rack drive. A 
regular motion was thus attained, and the machine became a practi- 
cable means of working building stone. It was possible, not only 
to plane stone on the machine, but also by the use of various forms 
of edges to cut moldings of any ordinary design. A large part of 
this work had formerly been done by skilled stonecutters using 
chisel and hammer. The planer, however, by no means entirely 
replaced the stonecutter. It was still necessary to employ stone- 
cutters to do much that the machine could not do. Also, it was 
cheaper to do small pieces by hand than to mount them on the 
planer. 

The new planers were introduced almost simultaneously in the 
Bedford limestone district, in the New York bluestone region, and 
in New York City. Planers were not much used, however, until 
about 1895; from 1895 to 1900 they were rapidly introduced in the 
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Bedford limestone region, and since 1900 they have become a 
necessary part of stone-working equipment in all parts of the 
United States. The great increase since 1895 in the use of the 
planer on building stone is closely connected with the rapid develop- 
ment of the Bedford limestone industry. Planers are now used 
on all varieties of building stene except granite and some kinds of 
sandstone; but they were first extensively employed on Bedford 
limestone, and are still most advantageously employed on that 
material. 

The widening use of Bedford limestone as a building material 
made it desirable for stone contractors to keep in stock quantities 
of unfinished Bedford limestone. Wherever a contractor was 
cutting a large amount of this material he found it profitable to 
instal a planer. On the other hand, when a large building was to 
be erected, it was frequently more economical to have the stone 
prepared as far as possible at or near the quarries. There were 
thus two distinct fields for the use of the planer: first, at or near 
the quarries,’ and, second, in local stoneyards. 

When the planers were first introduced much was said about 
the injury they did to the stone, and it was asserted that planed 
stone soon disintegrated. The strong desire of some of the work- 
men to discredit the machines induced them to exaggerate the 
injury done.* A writer in the Stone Cutters’ Journal for March, 

t From 1900 to 1910, the value of the annual quarry output of Bedford limestone 
increased from $1,639,985 to $3,106,520, although in the same period the production 


of building stone in the United States, exclusive of granite, increased only from $7,439,- 
000, to $10,506,543 (Mineral Resources of the United States, Part II, 1910, pp. 645, 649, 
673). 

2In 1909 there were eighty-four planers in the Bedford district (J. A. Udden, 
“The Odlitic Limestone Industry at Bedford and Bloomington, Indiana,” in Bulletin 
430, U.S. Geological Survey). 

3 See Stone, September and October, 1898. 

4 See, for example, a letter in the Stone Cutters’ Journal, November, 1903, p. 10, 
in which the writer, the secretary of a local stonecutters’ union, naively says: ‘“‘Speak- 
ing about machine-cut stone reminds me that recently I read that a building in some 
part of Pennsylvania was crumbling or wasting so fast that oil of some kind was used 
on its face to preserve it. I think a southern stone was used from Florida. If we 
could ascertain that it was cut by machinery, what a splendid lever we would have in 
condemning cut stone.” 
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1893, declared that the surface of planed stone rotted and the pro- 
jections fell off. It has long been understood in the trade that 
planer-cut stone is fully as durable as that cut by hand if the 
planing is properly done, but that the planer may be made to run 
so deep as to “bruise”’ the stone. 

The first planers were slow and required a large amount of 
power, but they were soon much improved in both respects by 
changes in the form of the drive. The early screw drive has been 
gradually replaced by a worm or a spiral drive. The newer forms 
of the machine save from 50 to 60 per cent in power, and attain 
a much higher speed. The efficiency of the planer has also been 
increased by various modifications in its form. Since about 1900 
planers have been made with a divisible bed, by means of which 
the output of a planer on small blocks is doubled. Two planer- 
men must be employed, but the overhead charges are cut in half. 
More recently, also, planers have been introduced which will cut 
stone of circular form. 

The amount of labor saved by the use of a planer is difficult to 
estimate, since the advantage over handwork is largely relative to 
the class of stone and the kind of cutting. A single-platen planer 
of improved type when engaged on the work in which the planer 
is most superior to handwork will do about as much work in an 
hour as ten stonecutters. The number of planers in use on building 
stone in the United States in 1915 was about 1,000. Each of these 
probably does, on an average, an amount of work which would re- 
quire seven or eight stonecutters. The stone-planers now in opera- 
tion in the United States on building stone, therefore, do an amount 
of work which would require seven or eight thousand hand cutters. 

Such statistical data as are available’ indicate that the saving 
of labor made by the planer has not been offset by any increase in 

* It is impossible to ascertain exactly the number of planers manufactured, since 
the machines are made by a number of manufacturers and the records of some of these 


are not available. The estimate made here is based on data supplied by the more 
important makers. 

* The Census of Occupations lumps together stone-cutters, granite-cuttters, and 
interior-marble cutters. In 1900, there were 54,460 “‘stonecutters” in the United 
States; in 1910, the number was 35,737. The Census warns, however, that these 
figures are not comparable. 
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the production of stone, and that therefore the displacement of 
labor has been equal to the amount of labor saved. The reports 
of the United States Geological Survey on the production of stone 
estimate as follows the value of the exterior building stone, other 
than granite, produced in the United States: 


8,848,234 


In the later years, a much larger part of the stone has been finished 
at the quarries, and such stone has a higher value. The amount of 
exterior building stone produced is, therefore, probably less at 
present than in 1goo. 

As in the case of all inventions of labor-saving machinery, 
except where monopolized, the planer has brought substantial 
reductions in the price of the commodity. In the late eighties 
Bedford stone was set in Chicago at $1.85 per cubic foot. In 1913, 
the price was $1.12}. Similar reductions have been made in the 
price of marble and of those sandstones which can be cut by the 
planer. That these reductions did not lead to an increased use of 
stone has been due to the active competition of concrete and terra 
cotta as building materials. Concrete rivals stone chiefly as mate- 
rial for bridges. The increasing use of terra cotta is largely due 
to the cheapness with which a scheme of building decoration in 
which the same ornament is repeated a number of times can be 
executed in terra cotta. The inroads made by terra cotta and 
concrete, within the past fifteen years, upon the field hitherto 
regarded as pre-empted by stone would have been greater if a 
reduction in the cost of cut stone had not been made possible by 
the introduction of the planer. 

In the period since 1900 the use of other labor-saving devices 
besides the planer has been extended in the stone trade. Pneu- 
matic tools and diamond-pointed saws have taken over much of the 
stonecutter’s work. It may be roughly estimated that in 1900 
there were between 20,000 and 25,000 stonecutters in the United 


* Mineral Resources of the United States, passim. 
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States. The labor-saving devices now in use in the trade, the 
greater part of which have been introduced since 1900, do an 
amount of work which, at the lowest estimate, would require the 
labor of 10,000 hand cutters." 


II 


The workmen engaged in cutting marble, limestone, and sand- 
stone for use in the exterior of buildings are known as stonecutters, 
or sometimes, to distinguish them from the granite-cutters, as 
soft-stone cutters or freestone cutters. Besides the stonecutters, 
workmen of one other trade, the marble-cutters, who are employed 
in cutting and finishing stone intended for interior decoration, have 
been displaced by the planer. But the marble-cutters are a rela- 
tively small and poorly organized group, and have never adopted 
any definite policy with regard to the operation of the planers. 
In studying trade-union policy with reference to the introduction 
of the planer it will be possible, therefore, to confine attention to 
the stonecutters. 

The stonecutters were one of the first trades in the United 
States to organize a national union. Copies of an official journal 
of the Journeymen Stone Cutters’ Association of the United States 
of America, with dates as early as 1853, are extant. But the 
national unions of the stonecutters have always been decentralized 
in structure. As a result, one after another has gone to pieces. 
The present national union—the Journeymen Stone Cutters’ 
Association of North America, ordinarily known as the General 
Union, or more briefly as the G.U.—was organized in 1888. 

In considering the policy of the stonecutters with reference to 
the planer, the weakness of the national union must always be 
borne in mind. The governing body of the General Union, between 
conventions held at irregular intervals, is an executive board, which 
is called together only in grave emergencies. The only beneficiary 
feature of the national union is a death benefit of from $50 to $150, 
according to length of membership. Until 1913 strike benefits 
were paid only after being voted upon by the branches. The 


* A competent authority informs the writer that the number of stonecutters in 
New York and its vicinity in 1900 was 2,100 and in 1910, 1,000. 
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annual dues of the national union until 1913 were only twenty- 
five cents per month, and in any considerable strike the funds were 
soon exhausted. The local organizations of stonecutters have 
frequently severed their connection with the national union, which 
has been powerless to restrain them. It has indeed been the rule 
rather than the exception for the local bodies in the largest cities 
to maintain their independence of the General Union." 

Until 1895 the stonecutters did not concern themselves about 
the planer. The number of planers in use was small, and they 
were to be found chiefly at the quarries, where the stonecutters 
were either unorganized or organized in independent local unions. 
The first impulse to the formulation of a national policy was given 
by the attempts first to control and later to prohibit the use of the 
planer, inaugurated in 1895 by the Chicago local union of stone- 
cutters. 

The use of planers in Chicago began about 1892. The local 
union in 1895 asked unsuccessfully for the insertion in the agree- 
ment with the Chicago cut-stone contractors of provisions limiting 
the hours during which the machines were to be operated, and 
requiring that the planers should be operated by union men. In 
January, 1896, the union insisted that the planers should not run 
more than eight hours a day, and a strike ensued.? The strike 
was settled by an agreement made on April 15. The planers were 
to be operated only eight hours per day and six days per week, and 
the laborers employed as planermen were to be replaced, in part 
immediately, and by degrees entirely, with stonecutters. The 
union in return agreed not to work on any stone which had been 
planed outside of Chicago, and “to keep out all stonework not 
planed or cut in Chicago.” 


* Among the stonecutters an unaffiliated local organization is referred to as a 
“local union,” while an affiliated organization is known as a “branch.” 


2See Bogart, “The Chicago Building Trades Dispute,” in Commons, Trade 
Unionism and Labor Problems, p. 110; testimony of J. Sullivan, chairman of Chicago 
Stone Cutters’ Union, in Report of the Industrial Commission, VIII, 447; of Professor 
Graham Taylor, ibid., 542; of Mr. G. P. Gubbins, ibid., 221; Special Report of the 
Commissioner of Labor on Regulation and Restriction of Output, p. 350. 


3 See Stone Cutters’ Journal, June, 1899, pp. 2, 11, 13; testimony of Henry Struble, 
in Report of the Industrial Commission, VIII, 356, and of J. Sullivan, ibid., 447. 
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In 1898 the Chicago union demanded that for every planer 
operated the contractor should employ at least four stonecutters 
with hammer and chisel. The actual proportion in most of the 
yards was far below this, and the contractors refused to accede. 
After a strike of ten weeks a compromise was effected under which 
the contractors agreed to employ two stonecutters for every single 
planer and four stonecutters for every double planer. In January, 
1899, the union notified the contractors that they would not work 
after April 1 in any yard where machinery, except saws and rubbing 
beds, was used. The contractors secured an extension of time to 
June 1, but on that date all the planers in Chicago stopped. The 
value of the machinery thrown out of use was estimated at over 
$100,000. Planers were not used in Chicago from June 1, 1899, 
until after the building-trades strike of 1900. 

The gradual development of a machine policy in Chicago was 
naturally a matter of profound interest to the branches of the 
General Union, although the Chicago union was an independent 
organization. At each stage in the struggle against the planer the 
Chicago union set forth its aims in letters to the Stone Cutters’ 
Journal, the official organ of the General Union,’ and urged the 
inauguration of a general campaign against the planer. Edi- 
torials commending the course of the Chicago union appeared fre- 
quently in the Journal.* A number of branches of the General 
Union followed the example of the Chicago union in imposing 
restrictions on the operation of the planer. Thus in March, 1896, 
the Fort Wayne, Indiana, branch struck to limit the hours the 
planer might be worked and to require the employment of a stone- 
cutter as planerman. In July, 1899, the Scranton branch forced 
the employment of stonecutters as planermen. In August, 1899, 
the St. Louis branch demanded that planers should not be run 


See, for example, Stone Cutters’ Journal, February, 1896, pp. 2, 13; May, 1899, 
p. 15; June, 1899, p. 15; July, 1899, p. 11. 

2 See, for instance, Stone Cutters’ Journal, May, 1896, p. 2; June, 1899, p. 2. 
In the issue of June, 1899, an editorial concluded as follows: “‘The planers are gone 
and we are glad; also that Chicago was the union that accomplished it. The men 
in Chicago are entitled to a world of credit for their aggressiveness and progressive- 
ness. Chicago stonecutters have the honor to be the first union to secure the eight- 
hour day, the Saturday half-holiday, and now the abolition of the planer.” 





424 JOURNAL OF POLITICAL ECONOMY 


after October 1. The New York local union in 1901 required the 
employment of five hand cutters for each planer. 

During the period from 1896 to 1900 a beginning was also made 
by the local organizations in another form of restriction: the pro- 
hibition of the shipment of planer-cut stone into cities where the 
local union was opposed to its use. Restriction on the shipment of 
hand-cut stone had long been enforced by the stonecutters. The 
earliest constitution of the General Union contained the following 
rule: “This Association will not countenance the transporation 
of cut stone from one place to another unless the wages and hours 
are equal; except in such cases where the interchange of work 
between two branches is mutually agreeable without regard to 
wages or hours.’’* The purpose of this provision was to prevent 
the competition of branches with low wage scales and inferior 
working conditions. In certain of the larger places, notably New 
York and Chicago, by agreements between the stonecutters’ unions 
and the contractors, the shipment of cut stone into the city had 
been entirely interdicted, without regard as to whether wages and 
hours were lower in the shipping branch. 

Planer-cut stone had been excluded from some localities on the 
ground that the working conditions at the shipping-point were 
inferior to those at the place of erection, but about 1896 a number 
of branches in which there were no planers began to exclude all 
planer-cut stone. In March, 1897, for instance, the Columbus, 
Ohio, branch decided not to permit any cut or planed stone to be 
shipped into Columbus. In 1899 a considerable quantity of marble 
was cut and planed at Tate, Georgia, for use in a Chicago building. 
The Chicago union refused to work on this marble, and by the aid 
of the Building Trades Council was able to secure its exclusion.* 
The Chicago local union also complained to the executive board of 
the General Union. The board was unanimous in holding that it was 
highly desirable that planed stone should not be shipped into cities 
where the planer was not in use, but realized that the rule of the Gen- 
eral Union concerning the shipment of stone did not cover the case. 

* Constitution and By-Laws of the Journeymen Stone Cutters’ Association of North 
America, 1892, Art. XIII. 

2 See testimony of F. P. Bagley, in Report of the Industrial Commission, VIII, 390. 

3 Stone Cutters’ Journal, September, 1899, pp. 9, 11; October, 1899, p. 11. 
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The opposition to the planer increased so rapidly that in Jan- 
uary, 1900, the executive board of the General Union was called 
into session. Asa result of their deliberations, the members of the 
board determined to add to the constitution of the General Union 
two new rules: (1) ‘‘ Planer work will not be permitted to be shipped 
into any city where the union has succeeded in abolishing them”’; 
(2) “Branches shail make every effort possible to prevent the intro- 
duction of planers in their jurisdiction.’”* 

Certain members of the board felt that these rules were insuffi- 
cient to meet the situation, and proposed a rule forbidding any 
member of the union to work in a shop where a planer was in use, 
but the majority felt that so drastic a rule could not be enforced. 

Of the two new rules adopted, the rule restricting the shipment 
of planer-cut stone was far the more important. It was modified 
from time to time, but remained in force from 1900 until 1908. It 
will be convenient, therefore, to neglect the strict chronology of 
events and, before taking account of other rules relating to the 
planer, to trace the operation of this rule through its entire history. 

The adoption of the rule against the shipment of planer-cut 
stone was a popular measure, not merely because it promised to 
check the displacement of hand cutters, but also because it was 
in accord with the view that the stonecutters in each place should 
do the stonecutting of that place. The shipment of stone ready 
to go into the building had been greatly increased by the intro- 
duction of the planer, since the cutting could, in many cases, be 
done more cheaply at the shipping-points. 

For the enforcement of the rule, the union relied chiefly on 
the co-operation of the branches at the shipping-points.? These 
branches were expected at least to refuse to do the necessary hand- 
work on planed stone intended for places in which there were no 
planers, even if they did not go the length of striking against 
the planing of the stone. The branches at the place of erection 
would, of course, refuse to finish stone worked on the planers. The 

* Stone Cutter’s Journal, February, 1900, Supplement, p. 15. 

? Strictly construed, the rule only protected those cities which had succeeded in 


abolishing planers; but the executive board held that the rule also applied to cities 
in which planers had never been in use (Stone Cutters’ Journal, March, 1901, pp. 5-8). 
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union also placed some reliance on the fact that in certain places 
its members had control of the setting of stone. These workmen 
could be counted upon to refuse to set planed stone. The aid of 
the contractors was also hoped for. It was believed that the agree- 
ments in Chicago and New York which excluded cut stone showed 
that the contractors favored a policy of local protection. This 
would be the case particularly, it was thought, in those cities in 
which the contractors had no planers. 

The co-operation of the shipping branches was given only 
grudgingly and partially. The self-interest of these branches led 
them to finish planer-cut stone intended for shipment unless it 
was clear that they would thereby involve themselves in difficulties 
with the General Union. Asa result, the pages of the Stone Cutters’ 
Journal from 1900 to 1908 teem with the accusations and the 
rejoinders of the branches. In March, 1901, for instance, the 
branch at Syracuse, New York, complained that planer-cut stone 
was being shipped to Syracuse from Gouverneur, New York. The 
Gouverneur branch replied that it had not known where the stone 
was to be used and that the work was finished. This form of 
defense was frequently used by the branches at the shipping-points. 
The branch at the place of erection, therefore, was forced to find 
out for itself where the work was being done, and usually by the 
time it had this information the branch at the shipping-point 
announced regretfully that the work was completed. Even where 
the branch at the shipping-point was willing to co-operate in pre- 
venting a shipment the contractor was frequently able to conceal 
the destination of the stone. 

The reliance of the stonecutters on their control of setting 
proved equally unwarranted. For many years there had been a 
dispute between the bricklayers and masons and the stonecutters 
over the control of the setting of stone. In cities where the work 
was in the hands of the stonecutters, the masons usually saw in the 
refusal of the stonecutters to set planed stone an opportunity to 
gain what they regarded as their rights. Here and there a branch 
was able to put pressure on the masons through the local building- 
trades council, but the local unions of the bricklayers and masons 
are not ordinarily affiliated with the building-trades councils. In 
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places where the masons had jurisdiction over stone setting, it was 
rarely that they could be induced to refuse to set stone merely 
because it had been shipped in against the rule of the stonecutters. 

The expectation that local contractors could aid in keeping out 
planer-cut stone was quickly shown to be delusive. A contractor 
no longer required a stoneyard and equipment, since he could have 
the stone planed and cut at the quarries. The field of competition 
was thus greatly widened. Contracting firms with equipment at 
the quarry now took contracts over a large territory. The local 
contractors in some places undoubtedly would have been glad to 
see all the stonework of the locality done in their yards and by 
hand, but they realized that this form of local protection was 
impracticable. 

A pronounced difference of opinion between the branches at 
the shipping- and the receiving-points as to the propriety of 
restricting the shipment of planer-cut stone soon became evident. 
In spirited protests the branches at Albion and Gouverneur, 
important shipping-points, declared that any attempt to stop the 
use of machinery was futile, and that they had a right to cut stone 
no matter where it was to be used, provided they received the same 
wages and worked the same number of hours. The executive 
board of the General Union refused for some years to grant a 
charter to the unaffiliated Bedford union, on the ground that the 
union did not co-operate in preventing the shipment of planer-cut 
stone into places where there were no planers. 

The difficulties in the enforcement of the rule and the growing 
bitterness of feeling between the receiving and the shipping branches 
led the president of the General Union to call a national convention 
to meet on December 5, 1902, to consider the planer question. The 
advocates of restriction were greatly in the majority, and a new rule 
with reference to the shipment of stone was adopted. It read as 
follows: ‘This association will not countenance the transportation 
of cut stone from one place to another where the interchange of 
work is not mutually agreeable.” 

This rule gave the branches complete local autonomy in the 
regulation of shipments. Even branches in which planers were 

* Constitution, 1903, Art. XII, sec. 1. 
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in operation might now shut out planer-cut stone, merely because 
they wished to retain the work for their own members. Despite 
the strenuous opposition of the shipping branches, the rule was 
ratified by the branches by a vote of 145 to 103. 

Under the new rule a considerable number of branches asked 
permission from the General Union to extend their jurisdiction 
over adjacent territory, in order to secure a wider monopoly for 
local hand-cut stone. The Louisville and New Albany branches 
became involved in a squabble as to which had jurisdiction over 
Jeffersonville, Indiana. There were planers in Louisville, but 
none in New Albany. The Evansville branch asked jurisdiction 
over Henderson, Kentucky, in order to shut our planer-cut stone 
from Louisville. Although the shipment of stone was not effect- 
ively checked, the branches were constantly involved in difficulties 
with each other over the shipments. The New Haven branch, for 
instance, attempted to fine members of the Springfield branch who 
were cutting stone for use in New Haven. 

Thedissatisfaction of the shipping branches constantly increased. 
In June, 1904, a vote on the question of excluding cut stone was 
demanded by a number of branches and it was finally decided to 
hold another convention at St. Louis in September, 1904. After 
much discussion and a bitter exchange of views between the 
representatives of the shipping branches and of the non-planer 
branches, the rule was remodeled by a vote of 129 to 84 to read 
as follows: 

This association will not countenance the transportation of cut stone from 
one place to another where the interchange of work is not mutually agreeable, 
except from branches where planers are operated by stonecutters and where 
wages and hours are equal at the time the contract was let. But in no case 
shall planer-cut stone be shipped into the jurisdiction of any branch that has 
succeeded in keeping the planers out of their jurisdiction." 

The new rule was substantially similar to the rule as it had 
stood prior to 1902, in that it permitted shipment into towns where 
planers were in operation and prohibited shipment into towns where 
there were no planers. The only important difference was in 
requiring as a condition of shipment the employment of stone- 
cutters as planermen. The rule of 1904 was no more effective than 


Constitution, 1905, Art XII, sec. 4. 
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the older rules had been, and in desperation the non-planer branches 
resorted to a new means of enforcement—the fining of contractors 
who shipped in cut stone. In October, 1¢05, the Memphis branch, 
for instance, fined a Cincinnati contractor $500 for bringing planer- 
cut stone into Memphis. The executive board of the General 
Union decided after much hesitation that one branch could not 
enforce its embargo by fining contractors whose yards were in the 
jurisdiction of another branch. By this time the executive board 
and the president of the General Union were convinced that 
attempts to stop the shipment of planer-cut stone were futile. 
The rank and file, however, were still in favor of restriction. 
Another convention of the General Union was held in 1906 and the 
shipment of planer-cut stone was much discussed, but the rule, 
although changes were made in its wording, remained the same 
in substance. 

By 1908 the situation had become intolerable. At a convention 
held in that year sentiment was strongly against the continuance 
of the restriction on the shipment of planer-cut stone. The 
majority of the ‘committee on the transportation of cut stone” 
recommended that the branches should be forbidden to restrict 
the shipment of stone, provided wages and hours at the shipping- 
and the receiving-points were equal. Certain branches, however, 
notably St. Louis, complained bitterly that they had been able to 
keep out planer-cut stone and that this rule would force them to 
allow its introduction. Finally, the convention decided to repeal 
entirely the rule relating to the transportation of stone, leaving it 
to each branch to decide whether it would attempt to keep out 
planer-cut stone. Since the rule of the General Union was repealed, 
a branch which determined on a policy of exclusion could not 
expect the aid of the shipping branches. The repeal of the rules 
relating to the shipment of cut stone was ratified by a branch vote 
of 957 to 521. 


The original policy of the General Union toward the planer, 
as has been already noted, consisted of two parts: first, restriction 
of the shipment of planer-cut stone, and, second, opposition to the 
introduction of planers in places where they were not in use. At 
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the session of the General Union in 1900, when the first rule against 
the shipment of planer-cut stone was enacted, the branches were 
urged to “make every effort possible to prevent the introduction 
of planers in their jurisdiction.” If the rule against the shipment 
of planer-cut stone could have been enforced, many branches would 
have struggled vigorously against the introduction of planers. 
But where it was impracticable to keep out planer-cut stone it 
was distinctly to the advantage of the branch to have the con- 
tractors instal planers, since the members of the branch got what 
the machine left of the home work and, in many cases, of work for 
the outside. Under such conditions, therefore, the branches did 
not oppose the introduction of planers." 

Even where a union offered opposition, it received no aid from 
the General Union. The executive board interpreted the rule as 
advisory and not as mandatory, and refused to pay strike benefits 
where strikes were called against the introduction of planers. 
There were, however, some cities even of considerable population 
in which planers were not used for a long time. In St. Louis, for 
instance, planers were “abolished”’ in 1900 and were not installed 
until recently. The success of the St. Louis branch was due to 
vigorous support by a strong building-trades council, which made 
it extremely difficult for contractors to use machine-cut stone. In 
1905 the exhortation to branches to prevent the introduction of 
the planer was replaced by a rule which gave the individual branches 
the power to ‘make their own local laws as to whether they will 
allow the introduction of the planer in their jurisdiction.” 


Although the national union at first confined its efforts to 
limiting the extension of the field of the planer, its policy was soon 
enlarged by rules relating to the operation of the planer. There 
were two of these rules: (1) the rule restricting the number of hours 
a planer might be operated, (2) the requirement that planermen 
should be stonecutters. A third rule—that a shop must employ 

* It frequently happened that a branch which one year was strongly in favor of 
the prohibition of the shipment of planer-cut stone, a year later, after the installation 


of planers in its jurisdication, became convinced that the planer was an economic 
necessity and that any attempt to interfere with shipment was futile. 


2 Constitution, 1905, Art. XII, sec. 5. 
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a certain number of hand cutters for each planer—was also adopted 
by a number of branches, although it never attained the dignity 
of a national rule. The first and third rules were designed, like 
the rule against the shipment of planer-cut stone and the rule 
against the introduction of planers, to check the displacement 
of hand cutters, and it will, therefore, be convenient to consider 
these two first. 

The rule limiting the number of hours that planers might be 
operated, as has already been noted, was first introduced in 1898 
by the Chicago union. The planermen in New York somewhat 
later adopted a similar rule, presumably at the suggestion of the 
stonecutters, and a few branches of the General Union followed 
the example thus set. The convention of the General Union held 
in 1902 determined to make this regulation general, and inserted 
the following rule in the constitution: ‘In no case shall planers 
be allowed to run or work more than the number of hours per day 
worked by stonecutters of said branch.”* The enforcement of 
this rule was immediately found by most of the branches to be 
impracticable. In the quarry districts the stone was ordinarily 
planed at the quarries and cut in shops some distance away. The 
stonecutters, therefore, could not bring pressure to bear on theowners 
of the planers. Moreover, it was doubtful whether the rule 
lessened to any considerable extent the amount of work done 
by the planers, since, as the Milwaukee branch pointed out, the 
effect of reducing hours was to increase the number of planers.” 
The limitation of hours increased the fixed charges of the con- 
tractor, but this increase was not sufficient to divert any consider- 
able quantity of work from the machine to the hand workers. It 
was sufficient, however, to put a contractor in a city where the 
rule was enforced at a disadvantage as against his competitors in 
other places. Since each branch was eager to keep down the cost 


* Constitution, 1903, Art. XII, sec. 8. 

2 Stone Cutters’ Journal, March, 1904, p. 7. The Chicago union had not found 
this rule effective in reducing the amount of planer work. In a letter to the Stone 
Cutters’ Journal, June, 1899 (p. 13), Mr. Short, secretary of that union, said: “We 
were out that time [in 1896] thirteen weeks and won our fight, but the victory, glo- 
rious though it was, benefited us but little, for the contractors simply put in more 
planers.” 








432 JOURNAL OF POLITICAL ECONOMY 


of production of its own contractors in order that they might be 
able to get contracts, only the most aggressive branches attempted 
to enforce the rule. 

In those places where the branches did make a vigorous effort 
to limit the hours, they found it nearly everywhere necessary to 
permit some relaxation of the rule. The employers objected 
seriously to a rule which fixed a definite and inflexible limit, since 
the amount of work going to the planers fluctuated greatly. They 
insisted, therefore, on being allowed to operate their planers with 
two shifts if the amount of work was sufficient. The San Francisco 
branch, for instance, allowed a double shift to be used. In 1905 
a new rule of the General Union legitimized the use of a double shift 
in case of necessity." In 1907 the rule was changed from its 
mandatory form and branches were merely urged to establish an 
eight-hour limit on the operation of planers, with a double shift 
in case of necessity.? In 1908 the rule of the General Union was 
repealed. The matter was thus left to the branches. In most 
of those branches which had adopted eight-hour rules the pressure 
of competition soon forced repeal. Planers are ordinarily operated 
nine or ten hours, with double shifts in busy times, while the stone- 
cutters practically everywhere have an eight-hour day. 

The rule that a specified number of stonecutters should be 
employed for each planer also made its first appearance, as has 
been noted, in 1898 in Chicago. It was provided in the Chicago 
agreement that four hand cutters should be employed for each 
planer. In New York the local union in 1901 required the employ- 
ment of five hand cutters for each planerman. The ratio varied 
considerably from place to place, running as high as ten to one in 
some places and as low as three to one in others. These rules were 
more irritating than restricting, since the contractor ordinarily 
could arrange his work so as to do on the planer all of it that could 
be done more economically by machinery. There were times, 


* Constitution, 1905, Art. XII, sec. 2. 2 Constitution, 1907, Art. XII, sec. 2. 


3 The average number of hours in the ordinary working week of 144 planermen 
included in the statistics of wages and hours gathered by the Bureau of Labor in 1907 
was 51.69, while the 1,064 stonecutters in the same establishments worked only 
45.77 hours (Bulletin of the Bureau of Labor, No. 77, p. 50). 
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however, when the contractor was forced by the rule to give to his 
hand cutters work which could have been done more cheaply on 
the machine. 

The final part of the policy of the union with reference to the 
planer was the requirement that planermen should be stonecutters. 
As early as 1896, as has been noted above, the Chicago union 
required the gradual replacement of the handy-men employed 
on the planers by stonecutters. Prior to this time the machines 
had been manned almost without exception by unskilled laborers 
who had gradually been trained to be skilled operatives. Until 
1902 the General Union was still hopeful that in some way planers 
might be got rid of, and consequently did not concern itself with 
the planermen. As it became evident that shipments of planer- 
cut stone could not be prevented and that the number of planers 
was increasing, the leaders of the union began to favor a rule requir- 
ing that planermen should be stonecutters. It was argued, in the 
first place, that it would be difficult to enforce any limitation of 
hours as long as the planers were manned by handy-men. Secondly, 
it was felt that with the encroachments of the planer it might be 
necessary to find new fields of employment for stonecutters. 
Finally, it was contended that the strength of the union would be 
greatly increased by complete control over all cutting of stone, 
whether by hand or by machine. 

Influenced by these considerations, the convention of 1902 
adopted the following rule: ‘It is the sense of this convention that 
planers should be operated by members of this organization, and 
branches are instructed to enforce this law as soon as practicable. 

.”* A prime difficulty in carrying out this recommendation 
was the impracticability of displacing the men already employed 
as planermen. At the convention held in 1904 the opinion was 
freely expressed that some provision must be made with reference 
to these men, but a proposed rule authorizing the executive board 
to organize them in separate branches of the national union was 
defeated. The stonecutters were reluctant to admit to member- 
ship men who were not skilled hand cutters. Finally the conven- 
tion passed a rule instructing branches to require the employment 

* Constitution, 1903, Art. XII, sec. 3. 
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of members on the planers.' The new rule became effective 
on April 1, 1905, and the branches which attempted its enforcement 
encountered strong opposition from the employers, who were much 
opposed to replacing men trained to the work with high-paid work- 
men who were without experience in the operation of the machines. 
The employers, moreover, feared that the union would use this 
new power to limit the output of their machines. The executive 
board of the national union advised a gradual change in places 
where the planers were operated by handy-men.*? A compara- 
tively small number of branches did succeed in enforcing the rule, 
but these branches for the most part were in places where the 
number of planers in operation was small. 

At the convention held in 1906 the rule’ requiring the employ- 
ment of stonecutters as planermen was repealed, and it was decided 
to admit planermen to membership and to issue them a special 
card. Members were forbidden to cut, fit, or set stone planed on 
machines not operated by members of the stoncutters’ branches.’ 
Very few of the branches made any attempt to move in the matter. 
Most of the branches were reluctant to take hancy-men into 
membership, and the opposition of the employers continued. At 
the convention of 1908, when all national rules relating to the planer 
were struck out, it was decided to leave in the constitution the 
clause permitting the admission of planermen, in order that each 
branch might use its own discretion in the matter. 

In December, 1912, the constitution was again amended to 
provide for the admission of “all men operating stonecutting 
machinery.”’ It was proposed that the General Union should 
organize separate branches of planermen in those places where 
they were numerous. By this time all hope that the employment 
only of stonecutters as planermen could be generally secured was 
lost. The only question was whether planermen should be organ- 
ized in local unions directly affiliated with the American Federa- 
tion of Labor, or should be connected with the General Union.‘ 


* Stone Cutters’ Journal, October, 1904, Supplement, pp. 13, 16, 17. 

2 Stone Cutters’ Journal, April, 1905, pp. 8, 9. 

3 Constitution, 1907, Art. XII, sec. 2. 

4 Stone Cutters’ Journal, January, 1913, p. 16; Constitution, 1913, Art. IV. 
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It is an open question whether training as a stonecutter is val- 
uable to a planerman. In some shops, handy-men at relatively 
low rates of wages are employed as planermen; in others, even 
where the ynion does not require it, stonecutters are employed on 
the machines and are paid stonecutters’ wages. In the small shops 
some elasticity in the labor supply is gained by having a planer- 
man who can also do hand cutting. The number of stonecutters 
employed as planermen would be much greater if the union had 
not opposed the introduction of the planer and attempted to limit 
its output. If the union had concentrated its energies on securing 
the employment of stonecutters as planermen, it would probably 
have carried its point. The effect of such a measure in lessening 
the displacement of stonecutters would have been very small, 
however, since the ratio of planermen to stonecutters in the country 
as a whole probably does not exceed 1 to ro. 


IV 


In the foregoing discussion of the machine policy of the stone- 
cutters, attention has been directed at several points to certain 


difficulties in the enforcement of the rules growing out of the serious 
opposition in interest between the shipping and the receiving 
branches. But through a considerable part of the period from 
1900 to the present the union has had to reckon also with the 
powerful opposition of the associated employers and with the 
“dual” unions of stonecutters created by them. 

As noted above, the General Union has never been able to bring 
into affiliation all the local unions of stonecutters. When the 
planer question became important in 1900 there were independent 
unions in Chicago, New York, and Bedford, but these unions were 
not antagonistic to the General Union. As long as there was only 
one union in each city, whether independent or affiliated, the stone- 
cutters in that city acted together. The attempt, first by certain 
independent local unions and later by the General Union, to restrict 
the use of the planer, quickly led to the establishment in a number 
of cities of “‘dual’’ unions of stonecutters. 

The first city in which this occurred was Chicago. During 
the building-trades strike of 1900 the employers organized the 
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Independent Stone Cutters’ Association. After the strike the 
Chicago association of cut-stone contractors employed only “‘inde- 
pendents,” and in their agreement with this union it was provided 
that there should be “no restriction of the use of machinery or 
tools.’”’” In 1901 the old Chicago union applied to the General 
Union for a charter and this was granted; the aid of the General 
Union was then invoked against the “independents.” In 1902 
the old union published in the Stone Cutters’ Journal a list of mem- 
bers of the new union, and asked other branches to “‘scab’’ these 
stonecutters. The “‘independents”’ were subjected to heavy fines 
if they wished to work in cities where the branches of the General 
Union were in control of stonecutting. The old union also obtained 
the help of the Chicago Building Trades Council in preventing, 
as far as possible, the employment of ‘“‘independents” in Chicago. 
The result of the constant warfare on the “independents” was to 


rouse in them a spirit of hatred to the General Union—a valuable 
asset to the employers when they later began to establish dual 
unions in other places. 

The formation of a dual union in New York is directly traceable 
to the same cause. In September, 1904, a large group of the New 


York stone contractors organized an association, and demanded 
the removal of all restrictions on the use of machinery. The 
union refused to grant this demand and many of the employers 
began to disregard the union’s rules. During the strike which 
followed, the contractors’ association organized an independent 
union. The employers who were not members of the association, 
finding that the members of the association were able to operate 
their machinery free of restrictions, also demanded the removal of 
restrictions. The old union was too weak to refuse and reluctantly 
acceded. It then offered to concede the demands of the con- 
tractors’ association, but that organization declared its firm inten- 
tion of supporting the new union. In January, 1905, the members 
of the old union in large part unconditionally returned to work 
in the association shops. 

In January, 1904, the National Cut Stone Contractors’ Asso- 
ciation had been formed. One of the purposes of the new organ- 
ization was to protect its members against the stonecutters and 
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particularly against restrictions on the use of machinery. In 
Chicago, and later in New York, its members were closely allied 
with the dual stonecutters’ unions; but in other cities the 
members of the association employed stonecutters who were 
members of branches of the General Union. At its second session, 
in November, 1904, the National Association decided to offer 
general resistance to all restrictions on the operation of the planers 
and on the shipment of stone. It adopted the following resolutions, 
which were to be posted in all the shops of its members: “First, 
that we shall run our machinery without restrictions as to hours 
or as to whom we shall employ to operate them; second, we shall 
cut and ship cut stone without any restrictions as to the place or 
local conditions.” The adoption of these rules did not provoke 
a general conflict, chiefly because at the time the membership of 
the association was small. As it extended its influence, however, 
a series of engagements between the General Union and the asso- 
ciation occurred. 

As an aid in fighting the General Union, the association inspired 
the formation of a dual national union of stonecutters. In May, 
1905, delegates from dual local unions of Pittsburgh, Chicago, 
and New York, together with delegates from Brooklyn, Newark, 
South Dover, Louisville, and Cincinnati, in which places inde- 
pendent unions were being formed, met in Pittsburgh and organ- 
ized the National Stone Cutters’ Society. The establishment 
of a rival national union which accepted the principle that there 
should be no restrictions on the use of machinery gave the 
employers an important advantage in combating the attempts 
which the General Union was making to bring about the amalga- 
mation of the dual local unions with the branches. The local 
federations of labor and the building-trades councils weré assisting 
the General Union in these efforts. Against this combination of 
forces the aid of a rival national union was important, since the 
officers of the new national union could carry on the opposition 
to the General Union much more effectively than the employers. 
It was the duty of these officers to be constantly on the 
alert to prevent the disintegration of the independent unions 
and to organize new local unions wherever the branches of the 
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General Union refused to submit to the two rules of the National 
Association. 

In May, 1906, one of the contractors at Toronto refused to 
operate his newly installed planer according to the rules of the 
General Union. A strike resulted, and a number of members of the 
National Society from the New York branch took the places of 
the men on strike and a branch of the National Society was formed. 
Branches of the National Society were organized in the same year 
in Washington, Bedford, and Carthage, Missouri. In 1907 a 
branch was organized in Milwaukee. The same method was pur- 
sued in all these cases. Members of an existing branch of the 
National Society were sent to the city selected and after a lockout 
the members of the old branch were obliged to become National 
Society men or go to some other city for work. Here and there 
the branches of the old union were able after a time to bring 
about the amalgamation of the new union, but usually the con- 
tractors refused to deal with the amalgamated union and the 
branch of the society was re-established. Even where the amal- 
gation was permanent, the branch practically always was forced 
to give up all restrictions on the operation of the planer and on 
the shipment of cut stone. 

After the repeal, in 1908, of the rules of the General Union 
relating to the planer and the shipment of cut stone, the efforts 
te bring about the amalgamation of the independent unions were 
increased. In September, 1909, the executive board of the General 
Union issued a proclamation offering amnesty and free admission 
to all members of the National Society. The American Federation 
of Labor and the Building Trades Department in November, 1909, 
declared the National Society an outlaw. The National Cut Stone 
Contractors’ Association, on the other hand, at its convention in 
September, 1909, pledged its support to the National Society, and 
declared that after November 1 the contractors would employ only 
members of the society. In many of the cities where there were 
branches of the National Society this action immediately checked 
the amalgamation movement. In Bedford, however, a strike 
resulted. The strikers were vigorously supported by the General 
Union and the contractors by the National Association and by the 
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National Society. Workmen were brought in from places where 
there were branches of the society, and after a long and severe 
struggle the General Union acknowledged its defeat. 

Despite the reverse at Bedford, the General Union continued 
its efforts to drive the independent unions out of existence. The 
most effective means of attack was to secure the aid of building- 
trades councils in boycotting all stone which had been cut by 
members of the National Society. The numerous strikes resulting 
from the attempts of the General Union to destroy the National 
Society led architects to fear that if they planned to use stone in 
a building its erection would be delayed by strikes. The National 
Cut Stone Contractors’ Association felt that the continuance of 
the conflict would be injurious to the trade by diminishing the 
demand for stone. Since the restrictions on the operation of the 
planer and on the shipment of planer-cut stone were now entirely 
local and confined to a small number of places, the contractors 
were willing to end the long struggle if the General Union was ready 
definitely to agree to renounce for the future all restriction on 
planers. The officers of the General Union on their side were 
anxious to bring the costly conflict toan end. The members of the 
National Society were for the most part desirous of reaffiliating 
with the General Union, and of rehabilitating themselves as “good 
union men.” Indeed, in some cities the hold of the National 
Society on its branches had grown very weak. 

Under these circumstances the conclusion of an agreement was 
not difficult. In June, 1913, the officers of the General Union, of 
the National Society, and of the Contractors’ Association con- 
cluded a treaty of peace. Members of the National Society were 
to be admitted to membership in the General Union. All questions 
arising in the future between members of the Contractors’ Asso- 
ciation and branches of the General Union were to be settled ‘ with- 
out cessation of work” by “arbitration,’’ and the General Union 
agreed to carry out all existing contracts between the National 
Society and the contractors. The General Union agreed to “waive 
the foremanships; all stone-working machinery; shipping of stone; 
penalizing of National Society cutters in any manner.’ 


Stone Cutters’ Journal, October, 1913, inside of cover. 
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The agreement was attacked from two sides. The Chicago 
branch, embittered by the long struggle, was unwilling to admit 
to membership the National Society men in that city. Moreover, 
through the aid of the Building Trades Council, the Chicago branch 
had been gaining ground, and it strongly objected to having its 
victory snatched away; it was distinctly desirous of “penalizing 
National Society cutters.” The agreement was also distasteful 
to those branches which had been able to maintain a local embargo 
on the shipment of planer-cut stone or to control the operation of 
planers. On the other hand, the branches of the General Union 
at Bedford, Toronto, and Milwaukee welcomed the amalgamation 
of the dual unions. They had long ago conceded all control over 
the shipment of stone and the working of the planer, and they saw 
in the union of all stonecutters the end of a costly feud and the 
promise in the near future of a substantial betterment in working 
conditions. 

The opposition to the agreement was so strong, however, that 
the executive board of the General Union was convened in August, 
1913. The board was not entirely satisfied with the agreement. 
In the first place, they desired that it should be made clear that 
the phrase “stone-working machinery”’ did not include pneumatic 
hammers, which were worked by stonecutters. They wished also 
to save to the branches which controlled the machines the right to 
continue to exercise such control. There was no objection on the 
part of the contractors to the control by the union of the air ham- 
mer, nor was there any strong objection to the continuance of 
control of the planer by certain local unions—notably San Fran- 
cisco and St. Louis—since the Contractors’ Association had no 
members in those cities. The union was willing to concede the 
shipment of stone into any branch from any other, and the Con- 
tractors’ Association was willing to agree not to admit to member- 
ship contractors who were involved in any difficulty with a local 
branch. On this basis a supplementary agreement was made. 
The agreements between the General Union and the contractors 
are to continue in force until June, 1918. 
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V 


It remains to be considered what effect the introduction of the 
planer has had on the wages, hours, and other working conditions 
of the stonecutters. 

Table I, compiled from the report of the Bureau of Labor on 
“Wages and Hours of Labor, 1890 to 1907,’ shows the relative 
rates of wages paid from 18go0 to 1907 to stonecutters and to certain 
other classes of workmen. 

TABLE I 





ReELATIve WAGES PER Hour 





Stonecutters | Granite-Cutters | ant. Bricklayers 





100. | 102.8 | 68.5 98. 
90. 99-5 | 97.° 99 
100 108.1 | 104.9 106 
117. 116.7 119.3 132. 
120 126.5 399. 140. 





4 
5 
5 
I 
9 


The Bureau has not published its calculations of wages in the 
marble and stone industry for the years since 1907. The only 
data obtainable, therefore, are the statistics of union rates of wages 
as given in Bulletin No 171 of the Bureau of Labor Statistics, from 
which Table II is compiled. 


TABLE II 








RELATIVE RATEs OF WAGES PER Hour 





| 
Stonecutters Granite-Cutters Bricklayers 





93 90 93 
93 or 93 
93 92 | 93 
94 93 95 
94 93 
94 94 
96 99 
100 100 





| 
| 





It may be concluded on the basis of these data that the 
wages of stonecutters have risen less since 1895 than those of 


* Bulletin of the Bureau of Labor No. 77, pp. 66, 102, 103. 
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granite-cutters, whose trade is most nearly like that of the stone- 
cutters, and much less rapidly than the wages of bricklayers, the 
most strongly organized of the building trades. The wages of stone- 
cutters increased less from 1895 to 1907 than wages in the marble 
and stone industry taken as a whole. It is extremely doubtful, 
however, whether the introduction of the planer can be charged 
with entire responsibility for the slower increase. As we have 
shown above, the efforts of the union to restrict the use of the planer 
failed almost completely, but they resulted in evoking powerful 
opposition from the employers and in bringing into existence strong 
rival unions. 

The stonecutters have also made a smaller reduction since 1890 in 
the number of working hours per week than the other groups, as is 
seen from Tables III and IV, also compiled from the bulletins of the 
Bureau of Labor and of the Bureau of Labor Statistics already cited. 


TABLE III 








Retative Hours or Work rer WEEK OF 





Stonecutters | Granite-Cutters Bricklayers 





: 103.2 


I 
I 100.0 
95.6 
92.0 
91.8 

















| 
|RELATIVE FuLt-trme Hours or Work Per WEEK 
or UNION 





| 
Stonecutters | Granite-Cutters| Bricklayers 





102 | 103 
102 103 
102 } 103 
IOI 101 
101 101 
101 101 
100 101 
100 100 











The slower reduction in the hours per week was partly due to 
the fact that the full strength of the union could not be exerted on 
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account of the existence of the dual unions, but chiefly to the fact 
that the hours of stonecutters were already relatively short. In 
1907 the average number of hours per week worked by stone- 
cutters was 45.77; by granite-cutters, 47.97; by bricklayers, 
46.62." 

It is surprising that the wages and working hours of stone- 
cutters were not more adversely affected by the introduction of the 
planer. In the face of an enormous displacement, a rival union, 
and a powerful employers’ association, the stonecutters were able 
to makes advances in wages and reductions in hours only slightly 
less than those of the granite-cutters, a well-organized trade. The 
explanation is to be found in the strong spirit of unionism in the 
trade. Although the stonecutters are loosely organized and fre- 
quently careless in maintaining their union affiliations, they have 
worked for many years under standardized conditions of employ- 
ment. The maintenance of these conditions has become impera- 
tively binding. 

The stonecutters do not have a system of unemployment benefits 
and it is impossible to ascertain to what extent the introduction of 
the machine was accompanied by an increase of unemployment. 
The adjustment of the number of stonecutters to the diminishing 
needs of the trade has been easier than it otherwise would have 
been because of the method of recruiting the trade. A very con- 
siderable part of the stonecutters have always been immigrants 
who have come to this country after having already learned the 
trade. A decrease in the demand has had the natural effect of 
lessening the inflow. There is evidence, however, that unemploy- 
ment, especially in recent years, has been very severe. 

Besides the part it has had in displacement of workmen, the 
machine has been responsible for local dislocations by concen- 
trating the stonecutting industry, to a considerable extent, near 
the quarries. A territorial redistribution of stonecutters has 
consequently been necessary. The mobility of the stonecutters 
is, however, very great, and they have been able by moving from 
place to place to avoid, to some extent, the unemployment which 
would otherwise have been involved in the changes of location of 

* Bulletin of the Bureau of Labor No. 77, pp. 28. 
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the industry. As the number of workmen who can conveniently 
move their place of residence is limited, however, a number of 
local unions have attempted to retain at least a share of local work. 
The most important method of accomplishing this end has been 
to secure the aid of the bricklayers in enforcing a rule that jobs of 
less than 6,000 cubic feet must be cut locally. The stonecutters 
alone could not enforce such a rule, since the stone may be shipped 
in already cut, but if the bricklayers can be induced to refuse to 
set such stone, the rule can be enforced. The relations between the 
stonecutters and the bricklayers have been cordial since the stone- 
cutters in 1912 relinquished the setting of stone to the bricklayers, 
and in some places the bricklayers have given the necessary aid. 
At a conference between the contractors and the stonecutters in 
September, 1915, the former contended that the 6,000-foot rules 
constituted a violation of the agreement between the two organ- 
izations, but the president of the stonecutters refused to give up 
these rules. 

The introduction of the planer and other labor-saving devices 
has led everywhere to considerable changes in the character of 
stone contracting plants. The contractors have erected sub- 
stantial buildings, equipped with hoisting and other devices. The 
sheds are usually larger, and, therefore, freer from dust, than 
formerly. Also, the seasonal fluctuations in employment have 
been reduced, because the more substantial sheds heated by steam 
have made winter work possible. These changes have been due 
to the necessity of investing large sums in machinery and the 
consequent desire to run the machines as nearly continuously as 


possible. 
GEORGE E. BARNETT 
Jouns Hopkins UNIVERSITY 





THE RELATION OF THE LITERACY TEST TO A 
CONSTRUCTIVE IMMIGRATION PROBLEM 


I 


An immigration bill which contains, first, a codification of 
existing immigration laws, second, provision for the literacy test, 
and third, certain other additions to our present statutes regulating 
immigration, was introduced in the House of Representatives on 
January 29, 1916, by Congressman Burnett. On March 30 the 
bill, which ‘is known as the Burnett Immigration bill, passed the 
House by a vote of 308 to 87. It is now pending before the Senate. 
This bill represents another attempt to enact into law practically 
the same measure which was vetoed in 1913 after it had passed 
both houses of Congress. At that time it failed by a scant margin 
to muster the two-thirds vote in the Senate which would have 
made it a law in spite of the President’s veto. 

In his veto of the bill of 1913, President Wilson apparently 
regarded the literacy test as the overshadowing issue presented 
by the bill, and he based his objections to the entire measure chiefly 
upon his objections to the literacy test. Similarly, in the debates 
in Congress and in popular discussion throughout the country the 
other features of the proposed legislation of 1913 attracted scarcely 
a passing comment. The present bill is considered in the same light. 
A literacy clause similar to that of 1913, with the added pro- 
vision that the literacy requirement shall not apply to aliens who 
are seeking admission to the United States to avoid religious perse- 
cution, is the storm center of the present Burnett bill. 

The problem of the further regulation of European immigration 
to this country has been a political question for at least twenty-five 
years, and throughout the greater part of that period it has been 
commonly discussed in connection with one single method of 
solution, the literacy test. Since the enactment of laws, in 1882 
and the decade following, barring aliens who were undesirable 
because of certain physical, mental, or moral defects, no important 
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legislation tending to improve the quality of immigration has been 
adopted by Congress. The tests imposed by the immigration laws 
now in force are primarily selective in character; such undoubted 
evils as insanity, pauperism, immorality, and criminality fall di- 
rectly under their condemnation. The Burnett Immigration bill 
proposes to add to the classes already excluded “persons of consti- 
tutional psychopathic inferiority, persons with chronic alcoholism,” 
and “‘vagrants.”” The wisdom of such measures is clear and un- 
mistakable, but the path of progress in securing a still better quality 
of immigrants than can be secured by the application of these 
direct tests of quality is not so clear. After having specifically 
provided against those characteristics in our immigration which 
are obviously bad per se, it now remains for us to consider means 
of selection which involve the rejection of qualities in our immi- 
gration which may not be evils in themselves, but only rough 
indices of the presence of other qualities which are undesirable. 

Of the indirect methods that have been suggested for the pur- 
pose of keeping out still more of the aliens who are believed to be 
undesirable, the literacy test is the one most frequently recom- 
mended. It bars directly the immigrants who lack the educational 
training which is deemed of great importance in America, and 
incidentally strikes at more pronounced evils which are asserted to 
follow in the train of illiteracy. It is argued that the illiterate 
immigrant is a menace to our institutions, not only because he 
cannot read, but also because he is as a rule inferior in other respects 
as well; it is alleged that he contributes more to our problems of 
crime, pauperism, and degeneracy after his arrival than the man 
who can read, that he is potentially more dangerous to the United 
States and less susceptible to Americanizing influences than his 
literate brother. According to this view, the literacy test would 
strengthen our established policy of excluding undesirable classes, 
because it would exclude men whose dangerous qualities lie beneath 
the surface and are consequently not detected by the direct tests 
of unfitness. 

Another kind of selective argument in favor of the literacy test 
has been based on the change in the character of European immi- 
gration which took place in the eighties. Prior to 1885 the greater 
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part of our immigration came from the north and west of Europe, 
from countries whose institutions are closely related to our own 
and whose peoples belong to substantially the same racial stock as 
the early settlers of this country. Since 1885 the immigrant stream 
from the older sources has been rapidly diminishing in volume, and 
in its place has come ‘‘the new immigration” from the south and 
east of Europe in even greater numbers than the ‘‘old immigration.” 
The consensus of opinion seems to be that this new immigration is 
far less desirable than the old, because of its lower standards of living, 
industrial backwardness, lack of sympathy with our type of insti- 
tutions, and its marked differences from our predominant stock in 
religion, race, literacy, and industrial training. It is pointed out 
that the literacy test would discriminate against these less desirable 
peoples, because if it had been applied during the ten years from 
1899 to 1909, it would have excluded 35.6 per cent of the new 
immigration as contrasted with 2.7 per cent of the old immigration. 
The literacy test would therefore enable the United States to secure 
relatively more of the industrially advanced races and relatively 
less of the backward races. 

Notwithstanding the earnestness with which the qualitative 
aspect of the literacy test has been emphasized, it is altogether 
unlikely that these selective arguments alone could have advanced 
the literacy test to the commanding position in the public favor 
that it occupies today. The relationship between illiteracy and 
crime and pauperism is not sufficiently convincing to enable the 
literacy test to win national approval without the assistance of 
another favorable circumstance. This supporting argument is to 
be found in the apparent need for the restriction of the volume of 
immigration. 

Within the last few decades, changed economic conditions have 
brought us face to face with the grave dangers of continuing our 
open-door policy in regard to immigration, even though the char- 
acter of that immigration be not undesirable. The disappearance 
of the frontier, the cry for the conservation of natural resources, 
the problems incident to overcrowding in our cities, and the indus- 
trial unrest that is expressing itself in the agitation for the single 
tax and the minimum wage, have forced our attention to the fact 
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that all too soon we have reached the stage of economic maturity. 
The warning note has been sounded; on every hand there is evi- 
dence that our resources have already been stretched far by our 
immigrant-augmented population. With the weakening of our 
capacity to provide for more immigrants, the peoples from the 
south and east of Europe have crowded to our shores in ever- 
increasing throngs; they have filled our cities with the babel of 
foreign tongues, and by their very numbers alone have added 
confusion and discord to our national councils. The annual immi- 
gration to this country increased from 229,299 in 1898 to the high- 
water mark of 1,285,347 in 1907." After the setback due to the 
panic of 1907, the volume of immigration again mounted upward 
until it had increased to 1,218,480 for the year ending June 30, 1914. 
Shortly after the beginning of the next fiscal year, the European 
war intervened to check the ordinary flow of immigration. To 
prevent the further impairment of our resources and the over- 
burdening of our assimilating agencies that is threatened by the 
possible resumption of the normal rate of immigration after the 
war, some method of restricting the volume of immigration would 
seem to be necessary. 

Public sentiment is by no means agreed, however, on the wis- 
dom of a straightforward policy of restriction of immigration. 
There is a strong tendency in many quarters in favor of avoiding 
an open break with our traditional policy of non-restriction. Al- 
though in fact we have already set precedents for the reduction in 
the volume of immigration by the Chinese exclusion acts and the 
restrictive agreement with the Japanese government, these meas- 
ures were not regarded as general methods of restriction but as 
special legislation against a race that is radically different from 
our dominant national stock. It is indeed true that the great 
movement of European immigration in recent years has occasioned 
much genuine alarm. Labor leaders see a menace to American 
standards of living, and statesmen fear that the saturation-point 
of our melting-pot has been reached, and that the coming of so 
many more to be assimilated each year will break down an assimi- 
lating capacity that is already overtaxed. It is not an exaggeration 

* Statistical Abstract of the United States, 1914, p. 679. 
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to say that the opinion in favor of the restriction of the volume of 
immigration has been rapidly gaining ground. There is still a very 
large and substantial opposition, however, to any limitation on the 
number of aliens who are allowed to enter this country. The in- 
dustrial managers see a perpetual blessing in a mobile labor supply 
that is unlimited in numbers, and joined with them are the people 
of the far western states to whom increased population signifies 
prosperity in the form of higher land values, more and larger manu- 
facturing plants, and more and larger cities. The peace advocate 
and the high-minded idealist who see in international solidarity 
and universal amalgamation the hope of a permanent world peace, 
unite in decrying restriction of immigration for selfish national 
preservation, and in sympathy with them is our traditional Ameri- 
can policy which is based on the assumption that the door of 
America is open to the persecuted of all nations. 

The literacy test is admirably adapted for temporizing with 
just such a situation that involves conflicting interests. The radical 
step from a policy of non-restriction of immigration to one of 
undoubted restriction is effected through its agency so adroitly 
that many are not aware of the fact that the gap has been bridged. 
The literacy test counts among its advocates both friends and foes 
of the restriction of the volume of immigration, and it has won 
these two radically different types of adherents by a two-edged 
argument. To the anti-restrictionist, who believes that there is 
room and opportunity in this country for millions of immigrants 
in excess of the actual numbers who now come to the United States, 
the appeal is made that the literacy test is primarily a selective 
measure and that its restrictive effect is incidental to its far more 
important function of keeping out the unfit. To gain the votes of 
those who believe that some restriction of the number of immi- 
grants is necessary, the emphasis is shifted; the fact that the 
illiterate immigrant is a menace because of his illiteracy is now 
subordinated to the fact that the number of the illiterates is so 
large that their exclusion would appreciably lessen the total volume 
of immigration. It is true that the qualitative virtues of the literacy 
test are not discarded entirely, but they are used merely as make- 
weights to tip the scales in favor of the literacy test when it is 
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compared with other methods of restriction which claim no selective 
merit whatever. 

In view of the ostensible all-around ability of the literacy test, 
it is perhaps not so surprising that it has claimed the attention of 
the nation as the best single means of completing our immigration 
policy. Although other measures designed with special reference 
to some particular problem of immigration have been frequently 
agitated, the very characteristic of these proposals which fitted 
them especially for one particular need unfitted them altogether 
for many others, and consequently narrowed their zone of influence. 
The literacy test, which has some bearing on practically all phases 
of the immigration problem, has been able to secure the consistent 
support of Congress, because of the wide variety of interests to 
which it has appealed. It has been further strengthened by the 
constant rehearsing of its merits in Congress and in economic and 
popular writings. The long campaign in its behalf seems to have 
given it a certain prestige and momentum, which its opponents 
are finding harder to resist with each successive appearance of the 
literacy bill before Congress. The fact that three presidents have 
vetoed the reading test does not seem to have shaken the confidence 
of its advocates; its friends point with pride to the increasing 
majorities in its favor in its latest trials in Senate and House; 
and since the motion to strike the literacy provision from the 
Burnett Immigration bill was defeated by a vote of 107 to 284, 
the two-thirds majority in both houses that will probably be 
necessary to insure its final victory is now being predicted. 

The literacy test, moreover, is fortified against presidential veto 
by the other excellent features which the Burnett bill contains. In 
order to reject the literacy test the President must also reject 
provisions which twenty congressmen who are opposed to the 
literacy test have considered of sufficient importance to be worth 
securing at the cost of the undesirable literacy test. 

It is necessary to consider the literacy test as an independent 
proposal if its separate importance is to be evaluated. The literacy 
test is the determining factor in the judgment that is passed upon 
the present immigration bill. Those who have a strong repugnance 
for the literacy test probably will not see enough other good fea- 
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tures in the Burnett bill to neutralize their objections, while the 
advocates of the literacy test will undoubtedly find no features 
sufficiently objectionable to warrant their rejection of a bill con- 
taining their pet measure. The people who take a neutral attitude 
toward the literacy test would probably favor the Burnett bill 
because of its other sound provisions. The literacy test, in its two 
aspects of selection and restriction, thus remains the chief issue 
that is involved in the Burnett Immigration bill. 

There is a danger that our familiarity with the literacy test 
will lead to our conceiving of it as a tried principle. Although it 
is as near to being an American tradition as perhaps any measure 
which has not received the sanction of law can be, our too-ready 
acceptance of it has probably been due to the lack of any consistent 
opposition and to the lack of any alternative remedy which would 
accomplish more directly and effectively the same purpose for which 
the literacy test is designed. It should not be a question of whether 
it is better to have the literacy test as an addition to our present 
immigration system rather than no addition at all, but whether the 
nation prefers the literacy test to some other test, or series of tests, 
which might be regarded as possible substitutes. 

At a time when the European war has momentarily halted the 
pressure of immigration, we have occasion to reflect upon a possible 
choice of means of restricting immigration. In fact, before there 
can be any thoroughly intelligent action in regard to immigration, 
we must decide what issues are to be paramount. There must be a 
balancing of motives. Is literacy so important that it must be 
secured at the cost of industrial progress, or is industrial progress 
to be considered of more significance? Are we chiefly concerned 
in the evolution of a homogeneous American type, to which all 
commercial interests are to be subordinated? Is our policy to be 
“America for the Americans’’ or ‘Americans for America”? It 
is not my purpose to attempt to suggest the answer to the most 
difficult of all questions, namely, What kind of civilization are we 
trying to build when we regulate immigration? Whatever action 
is taken, however, will indicate a certain conception of an ideal 
American society, and will have for its purpose the development of 
some particular kind of society. The-various purposes which might 
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control immigration legislation may be suggested and modes of 
controlling immigration in keeping with those purposes brought 
before the reader’s attention. It will be convenient to divide the 
kinds of purposes into two classes, the one emphasizing the side 
of restriction and the other the side of selection. First, let us 
consider just what these purposes are and how the literacy test 
would attempt to bring about their realization. 


II 


Generally speaking, there are two main objects to be sought 
by restriction of immigration: one is economic, the other social. 
The number of immigrants to be excluded varies according to which 
purpose is uppermost. If we consider, first, restriction for economic 
reasons, an ideal method of restriction should obviously restrict 
in exact accordance with our industrial demands. What is a proper 
restriction for economic reasons, however, may be an entirely im- 
proper restriction from the viewpoint of our capacity to assimilate 
the immigrant. Each purpose must therefore be treated separately. 

In the past we have always assumed with a large measure of 
correctness that European immigration would adjust itself to our 
economic needs without any specific regulation; but today events 
utterly beyond our national control are damming up the sources of 
European immigration without any reference to our national desires. 
Without any considerable financial depression in this country, and 
with a consequent undiminished demand for unskilled labor, the 
net increase of population by immigration has declined from 769,276 
in 1914 to 50,070 in 1915.’ Such contingencies show that the 
amount of restriction needed is subject to wide variation. The 
literacy test, however, makes no allowance for these fluctuations. 
In times of panic or in times of prosperity it bars the man who 
cannot read. It would cut off the illiterates, who composed at 
least 26 per cent of the total immigration in the decade from 1899 
to 1909,? although every immigrant might be badly needed here. 
Of course, the proportion of illiterates probably varies somewhat 

U.S. Department of Labor, Immigration Bulletin for December, 1915 (for year 
ending June 30). 

2 Jenks and Lauck, op. cit., 1912, p. 33- 
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with any change in the volume or composition of our immigration; 
and it would manifestly vary rapidly if there was any pronounced 
growth or decline of compulsory education in Europe. Since these 
variations, however, would coincide with the variations in our 
industrial needs only by the slightest chance, they may properly 
be ignored in the consideration of the adaptability of the literacy 
test to our economic demands. Suppose, for the sake of illustrating 
this point, that the illiterates maintain the same relative proportion 
in the immigration stream and that this arbitrary unvarying pro- 
portion is 25 per cent of the total. Then the literacy test would 
operate with far greater severity when immigration is at rock 
bottom because of a European war than it would when immigration 
is at high tide because of hard times in Europe. Suppose that the 
annual demand for additional unskilled laborers in this country at 
the prevailing wage may be represented by the number 500,000, 
and that no change in this demand occurs. Let us assume that 
in 1917, 400,000 immigrants apply for admission, and that in 1918 
this number suddenly increases to 1,200,000 as a result of the 
signing of a treaty of peace in Europe. In 1917, the literacy test 
would bar 100,000 immigrants, although every one of the 400,000 
who applied could be employed in industry. The imposition of a 
restrictive measure as stringent as this might be justified as a 
means of raising the wages of unskilled laborers, but it should be 
noted that the occasion for this restriction is not so great in 1917 
as it would be in 1918. In the latter year the literacy test excludes 
300,000 of the 1,200,000 immigrants who come to this country, 
but it is now far too lax if the purpose be to restrict in accordance 
with our economic demand for labor. Since only 500,000 are 
wanted, and goo,0oo are admitted, there is still a surplus of 400,000 
immigrants for whom there is no economic need in this country at 
the prevailing wage. An unvarying means of restriction applied 
to a varying flow of immigration is thus prone to be far too lax in 
one year and far too severe in another. This criticism, of course, 
applies to the literacy test only in its rédle of a restrictive measure; 
for if the object is selection and the immigrants excluded are un- 
desirable per se, it may be urged that restriction is only incidental 
to keeping detrimental persons out of the United States. 
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If the literacy test fails to restrict exactly in accordance with 
our economic demands, does it meet the requirements of restriction 
for the purpose of securing assimilation of the immigrants who are 
admitted? To a certain extent the literacy test, by the mere fact 
that it cuts down numbers, aids in assimilation, because it relieves 
the great pressure on the agencies which are now engaged in the 
work of Americanizing the immigrant. When a constant stream 
from Europe adds itself to the unassimilated and half-assimilated 
already here at a rate faster than our ability to make them over 
into American citizens, a cumulative burden is created which be- 
comes more and more insupportable. Any means of restriction, 
even the lull in the immigration movement that followed the Euro- 
pean war, gives us time to take care of the undissolved elements 
already here, and to provide a stronger solvent for the future. In 
this respect, however, the literacy test is not necessarily superior 
to any other method of restriction which would secure the same 
gross reduction in numbers. 

Although the chief point in favor of the literacy test in the 
minds of students of the immigration problem has been its power 
to restrict numbers,’ the selective aspects of the literacy test have 
received great attention and have furnished the basis for much 
specious argument. Directly, the literacy test bars the illiterate. 
That is its obvious purpose. To the extent that illiteracy is a 
menace to a democracy, the literacy test would meet an evil for 
which it was designed. Although we do not require all of our 
voters to be literate, and are not entirely consistent in our attitude, 
yet it is safe to conclude from our emphasis upon compulsory 
education that we do place elementary education in a high position 
in our scheme of national values. Why is it not then reasonable 
to require of the alien, who seeks admission to this country, that 
which we require of our own children? If the possession of the 
ability to read in some language is an accomplishment so necessary 
that its acquisition is essential to the existence of the immigrant 
after his arrival, we might be justified in taking this stand. The 
fact, however, that we do not require by the literacy test the ability 


* Cf. Jenks and Lauck, The Immigration Problem, 3d ed., p. 373; cf. also Fairchild, 
Immigration, p. 200. 
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to read English, but only the ability to read in some recognized 
language or dialect shows that such was not our main purpose. 
Ability to read and write in English is undoubtedly of the greatest 
benefit in assisting an immigrant to secure a job at American stand- 
ards of wages and in hastening his assimilation. Ability to read 
and write some other language may assist an immigrant to earn a 
living in a colony of his own people; it may enable him to read 
the factory danger signals that happen to be printed in his own 
language; but its economic importance to the average immigrant 
is slight. Whatever value it may have to the immigrant in other 
ways, as an agency of social intercourse with fellow-countrymen 
and as a means of keeping alive the associations of the home 
country, it is a distinct detriment from the viewpoint of our national 
needs, which involve the assimilation of the immigrant through 
contact with Americans. Perhaps our real purpose in testing an 
immigrant for literacy is not so much to ascertain whether he has 
received the specific training that will be necessary for his welfare 
in this country as it is to determine his general mental status. If 
we view the literacy test as a method of affording an insight into 
the innate character and fitness of an immigrant, we must be care- 
ful to avoid the erroneous result that would be reached by judging 
the immigrant’s ability by new and unaccustomed American 
standards, to which he has had no opportunity to conform. Our 
standards for appraising the general intelligence of the individual 
immigrant must take account of the immigrant’s home environ- 
ment, particularly the opportunity which his native country af- 
forded him in the way of securing an education, and the value which 
his neighbors and his home country placed upon education, because 
it is around these conditions that the immigrant’s habits of thinking 
and his standards of conduct were formed. 

Measured by such standards, the case for the illiterate immi- 
grant is far from hopeless. Few of the countries in the south or 
east of Europe, from which the majority of the illiterates come, 
had until very recently provided adequate school facilities even in 
the elementary branches. [Illiteracy is not a badge of reproach 
for the man who comes from a country where no free elementary 
schools exist. Yet Italy did not take any adequate steps to make 
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its compulsory education law of 1859 effective until 1906," and the 
compulsory educational law of Greece, passed in 1834, was a dead 
letter for seventy years because of the lack of schools. In the case 
of the Russian Jew, the Pole, and certain nationalities in Austria- 
Hungary and the Balkan states, illiteracy is a positive virtue. In 
Russia, where the dominant race controls the school system for 
the purpose of eradicating the semblance of nationality of the Poles, 
it was for some time made a penal offense, punishable in some cases 
by exile to Siberia, for a Pole to use his native language in formal 
documents. Only the language of the oppressor is taught in the 
schools. Is the refusal of persons to go to school any discredit 
when the avowed object of the schools is to destroy their nation- 
ality? Illiteracy in the case of the immigrant from Southeastern 
Europe indicates merely the lack of opportunity or the presence 
of political oppression and not the lack of intelligence. Literacy 
itself may be detrimental. The hyphenated American is literate, 
and he has used as a tool to encourage divided patriotism the very 
quality which the literacy test fosters. 

In support of the selective merit of the literacy test, it is urged 
that illiteracy, besides being undesirable in itself, is an index of 
undesirable attributes which commonly associate with illiteracy, 
such as crime, pauperism, and degeneracy. This charge is founded 
less upon carefully tested statistics than upon sentiment. The 
Immigration Commission did not discover any basis for substan- 
tiating this charge against the illiterate immigrant. 

One further selective argument in favor of the literacy test 
remains to be considered, namely, its efficacy in discriminating 
against certain undesirable nationalities from Southeastern Europe, 
which it is charged are more difficult to assimilate to our national 
life than are other nationalities. If this charge be true, the literacy 
test to a certain extent accomplishes the right result, for it cer- 
tainly would reduce the proportion which the “new immigration” 
bears to the total immigration. If the immigrants from South- 
eastern Europe, however, are undesirable because of their race or 
nationality, it might be urged that strict logic would require the 
exclusion of all who possess the undesirable attribute of race, re- 

Report of the United States Commissioner of Education (1912), I, 560. 
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gardless of whether they happen to be literate or illiterate. 
Although the literacy test is only a half-way measure in respect 
to racial selection, still it must be conceded that it would do much 
to relieve the difficulties of assimilation by eliminating chiefly from 
the elements which are especially hard to assimilate. 


III 


This analysis has touched upon the various objects sought by 
immigration legislation which will be more or less effectively secured 
by the adoption of the literacy test, and it has shown that when 
the literacy test is advocated as a jack of all trades, it is master of 
none. The literacy test which is a part of the present Burnett 
Immigration bill, however, is not intended as a panacea for all of 
the ills of immigration. The fact that the bill contains other means 
for providing against specific evils which are incidentally touched 
upon by the literacy test makes it fairly apparent that the reading 
test alone was not considered sufficient to satisfy the demand for 
additional legislation to regulate immigration. To ascertain the 
intended province of the literacy test, it is perhaps necessary to 
consider what immigration requirements are still unprovided for 
after these other features of the bill have been enumerated. If we 
grant, for the sake of the argument, that all the ends which the 
literacy test will meet directly or indirectly are desirable, we might 
ask ourselves how each different task might be accomplished by a 
specialist who would devote his time to nothing else but the per- 
fection of a method of solving each specific problem in the most 
direct, practical, and efficient way. Some of these special methods 
are provided for by the present immigration bill, and others have 
been suggested by specialists in the field to which the particular 
problem of immigration is most intimately related. An immigra- 
tion program as thus constructed by specialists would represent an 
ideal standard of efficiency, to which the results secured by the 
Burnett Immigration bill might be compared. To the extent that 
there is a lack of correspondence between the theoretical immigra- 
tion program and the bill, it will be interesting to note how effect- 
ively the deficiency is supplied by the literacy test. 
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A sound immigration policy should, at the very outset, comprise 
every possible means for excluding immigrants who possess evil qual- 
ities which may be traced to individuals and detected by examina- 
tion. The authors of the present bill have recognized this very 
first requisite, and they have proposed measures for supplementing 
and for securing a still more efficient enforcement of our present 
selective laws. “Persons with chronic alcoholism” and “ vagrants” 
are among the contemplated additions to our excluded classes. The 
Hindus, who are undesirable in common with other oriental races 
because of their low standard of living, also fall under the ban of this 
bill." The most important of the positive contributions made by 
the pending measure, however, is the provision barring “persons 
of constitutional psychopathic inferiority,” and the means provided 
to make that provision effective. 

Until a few years ago, the work of detecting feebleminded per- 
sons in the stream of immigrants which passed through Ellis Island 
was placed entirely in the hands of physicians who, without any 
psychopathic test at their command, were able to exclude only the 
most obvious cases of imbecility. An examination of the accuracy 
of the methods employed at Ellis Island to detect feeblemindedness 


was made by Dr. Henry H. Goddard, the noted psychologist of 
Vineland Institute, New Jersey, for a year beginning in May, 1912. 
He used the Binet-Simon intelligence tests in his investigation. 
The results of one week’s examination in May, 1912, have been 
made public.? The observations for the last day of this typical 
week disclosed the appalling fact that although 72 of the 1,260 


*In a blanket clause, which bars all persons who cannot qualify to become 
citizens of the United States by naturalization, the bill also provides the means for 
the permanent exclusion of the Japanese when the present “gentleman’s agreement” 
which has hitherto been effectively maintained by Japan shall for any reason cease 
to operate. The Japanese government has already lodged a protest against this 
provision on the ground that the passing by the United States of any act tending to 
exclude the Japanese indicates our lack of faith in Japan’s intention and ability to en- 
force the friendly agreement for accomplishing the same result. To avoid a serious 
diplomatic controversy at this time, it is possible that this provision will be stricken 
from the pending bill. The contingency provided against is rather remote, and as long 
as the results of the present method of handling the situation with the co-operation of 
Japan are entirely satisfactory both to the United States and Japan it would seem un- 
wise to provoke antagonism needlessly by crossing our bridges before we come to them. 


? Henry H. Goddard, in Training School, [TX (1912-13), 109-13. 
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immigrants passing through Ellis Island on that day were found to 
be mentally defective, the inspection officials with the use of their 
ordinary methods actually picked out only 8 immigrants as feeble- 
minded or approximately only 10 per cent of the full number. 
Since then the physicians in charge of the examination of the 
mentality of immigrants have adopted a modified form of the Binet- 
Simon tests with the result that they have greatly improved the 
accuracy of their work. 

The provision of the Burnett Immigration bill which excludes 
“persons of constitutional psychopathic inferiority” and which 
further provides that the physicians who examine aliens for mental 
defects shall “have had especial training in the diagnosis of insanity 
and mental defect’’ was probably framed in view of this experience. 
The definition of the new class of undesirable immigrants seems to 
be admirably calculated to bar from this country the aliens who, 
while not actually feebleminded, are near the border line of feeble- 
mindedness. It makes possible the extension of the prohibition 
against persons who are mentally deficient to include the doubtful 
class which has hitherto been admitted. It virtually shifts the 
burden of proof in the case of the immigrant whose mental status 
may be diagnosed as suspicious upon the immigrant himself by 
requiring him to introduce before the Board of Health surgeons 
affirmative evidence as to his mental soundness. 

If the Burnett Immigration bill becomes a law, it is probable 
that the Binet-Simon test or some modified form of it will be used 
for the diagnosis of mental defect. It has also, as a result of that 
experience, been applied to immigration successfully, and it has 
undoubtedly been more or less adapted to the needs of the exam- 
ination of immigrants. The improvement and the final perfection 
of a method are perhaps in no field so dependent upon continued 
observation and actual application to the class of cases for which 
the test is designed as in experimental psychology. However, the 
general principles of the Binet-Simon test, as at present developed, 
may be discussed to illustrate its bearing upon the detection of 
feebleminded types in our immigration. 

The Binet-Simon test is a method that is being widely used 
today in the field of education for the purpose of measuring a 
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child’s innate capacity, apart from the training he has received at 
school. It gauges fundamental intelligence by testing ability to 
repeat numbers, keenness of observation, native ingenuity, ability 
to point out the logical absurdities in oral test questions, and many 
other similar tests. The tests are all of such a character that they 
may be answered by children who have had no school training 
whatever. The Binet-Simon test is not a single test for all ages, 
like the literacy test, but a series of tests arranged on a graded scale. 
Each grade on the scale corresponds to a particular set of mental 
tasks which a normal child of a certain age can just perform. For 
instance a normal child of ten years can pass the majority of the 
questions in the Binet test for ten years, but not those for eleven 
years. Of course, it may happen that a child is more developed in 
some capacities than in others. A ten-year-old child may fail in 
some eight-year-old tests, and pass others in the twelve-year-old 
scale. In this case, the child receives full credit for each successive 
grade in which he answers most of the questions. If he answers a 
few questions in the higher grades, he receives extra credit. For 
instance, if a ten-year-old boy passes the majority of the tests for 
ten years, half of the tests for eleven years and half of the tests 
for twelve years, but none of the tests for thirteen years, his mental 
age is rated at eleven years. 

The significance of the Binet-Simon scale lies in its comparison 
of physical age in years with a normal standard of mental develop- 
ment for that period of life. If the mental development of the 
child has just kept pace with the average mental development of a 
great many children as established by an experience table, it is 
said that the child’s mental age coincides with his chronological 
age. If the child falls behind other children of the same age in 
years by one or two years in mental development, he is said to be 
mentally retarded; if by three years, he is feebleminded. Similarly 
talent or exceptional ability is denoted by the child’s ability to 
pass tests which ordinarily requires a more mature mental capacity. 

The significance of the Binet-Simon test for the purpose of immi- 
gration lies in its application to adults. Feebleminded adults are 
only children in mentality. For instance, idiots range in mental 
age according to the Binet-Simon test from one to three years, 
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imbeciles from three to seven years, and feebleminded persons of 
the higher grade from seven to twelve years. The important dis- 
tinction for the purpose of immigration is between the person of 
inferior mentality, who is incapable of further mental growth, and 
the person who has good, undeveloped natural capacities. It is 
when regarded from this standpoint that the importance of a 
graded mental scale becomes apparent. Inability on the part of 
an adult to pass the Binet-Simon tests for the mental age of twelve 
years and under indicates ineradicable mental defect. Once the 
critical stage is passed, however, and the mental age of fourteen 
years is safely reached, the mental age of the adult may be raised 
still further by training. The Binet-Simon test, in its improved 
American form, is capable of making the distinction between per- 
sons who can never rise above mental subnormality and the person 
who is of good natural endowment, but who may be deficient in 
training. 

The Binet-Simon test, as finally perfected by practice, would 
enable our immigration officials to remove from our immigration 
not only the actually insane and feebleminded aliens, but also the 
psychopathically inferior types. The function of the literacy test 
as an index of native ability would thereby be vacated. Similarly 
the aid of criminologists and sociologists could be enlisted to secure 
a more adequate enforcement of the laws excluding immigrants 
with criminal records. Expert attention should be especially 
directed toward the detection of potential criminal types. Certain 
kinds of criminals would be automatically eliminated by the mental 
tests, but other persons, who were likely to engage in illegal prac- 
tices which require a large amount of skill or intelligence, would 
have to be dealt with in a different manner. The number of immi- 
grants who tend to become paupers after their arrival would be 
greatly reduced by the application of the contract labor plan, which 
I shall discuss in the next section. Similarly other specific evils 
could and should be corrected by means which have for their 
purpose the elimination of that particular evil. If these different 
methods proposed by the Burnett bill for improving the quality of 
immigration were adopted, and if the proper co-ordination between 
them and the existing laws were secured, the field for the literacy 
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test as a selective measure would be vastly restricted. Only the 
man who was specifically undesirable because of his inability to 
read and write some foreign language would remain within its juris- 
diction. Other bases of classification, which would cut across the 
classification of immigrants according to their ability to read, would 
stop dangerous and diseased elements at the source. The illiterate 
criminal would be barred along with the educated criminal; the 
ban would be placed on the mental defective who could read as 
well as on the moron who was illiterate; immorality and degeneracy 
would be sought out in their own natural guises by methods which 
were designed to combat them and which were adequate for the 
accomplishment of their purpose. 

Stripped largely of its indirect selective virtues, the literacy 
test remains as a restrictive measure pure and simple, and that is 
probably its true function. Since the average illiterate immigrant 
is certainly not more desirable than the literate immigrant, and 
since it cannot positively be demonstrated that he is appreciably 
worse than the man who can read, we are compelled to assume that 
there is no conclusive qualitative difference between a man who 
can read and a man who cannot read in his native language. If 
there is little or no difference between the two classes, the effect 
of excluding the illiterate immigrant is simply to reduce the volume 
of immigration by the number of illiterates. 

Before applying the literacy test as a restrictive measure, it is 
advisable to ascertain how much restriction of immigration is 
needed and how much restriction the literacy test will effect. The 
selective tests now in force restrict our total immigration only 
incidentally and in slight degree; but the adoption of the provision 
of the Burnett bill excluding persons who are psychopathically 
inferior will probably have a very pronounced tendency to reduce 
the volume of immigration. The number of aliens of the higher 
moron class, and the number of mentally inferior immigrants who 
have hitherto been allowed to enter this country under our narrow 
interpretation of “feeblemindedness,” is perhaps larger than is 
commonly supposed. The trial application of the Binet-Simon 
test in 1912 indicated that as high as 7 per cent of the immigration 
at that time was actually feebleminded, while the general belief 
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before that trial was that only a very small fraction of 1 per cent 
of our immigration was mentally unfit. Similarly the adoption of 
improved methods for detecting alien criminals might lead to results 
equally as startling. The exclusion of vagrants, persons with 
chronic alcoholism, and Hindus will add a small quota to the re- 
strictive effect of the other features of the Burnett bill. Although 
the amount of restriction which would be effected by the combined 
action of all of these selective agencies cannot be known in advance 
of their application, it is probable that our economic and social 
conditions demand in normal times a much greater rate of restric- 
tion. The literacy test will bring about a substantial reduction in 
the number of immigrants admitted to this country. If applied 
during the ten years from 1899 to 1909 it would have excluded at 
least 26.6 per cent of our total immigration. It may be pointed 
out that the literacy test would not impose this much additional 
restriction if the new selective features of the Burnett bill were 
adopted, because many of the illiterates would already be excluded 
as “‘psychopathically inferior” or as vagrants, etc. On the other 
hand, the fact that the figures for the decade 1899 to 1909 were 
based upon the admissions of the immigrants and not upon an 
actual application of the literacy test, supports the inference that 
since many immigrants would naturally represent themselves as 
literate when, in fact, they were illiterate, the percentage named is 
in fact too low. Assuming that the literacy test will thus in fact 
exclude a substantial percentage of our present immigration, the 
efficacy of the test in meeting the problems of restriction may be 
examined. * 


IV 


The problem of restricting immigration is essentially different 
from the various problems which have just been discussed. The 
appropriate remedy is also different. Instead of qualities, we are 
now concerned with numbers and variable percentages. In the 
former case, the problem is to define and exclude every person who 
is undesirable; in the present case it is to exclude a certain percent- 
age of those who have passed the quality tests because of the effect 
their presence will have on our standards and hence upon the 
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quality of our economic and social life. Granted that the immi- 
grants seeking admission are of the “right kind,” should all be 
allowed to enter? Of course the distinction between a qualitative 
and a quantitative problem is not so clear as this statement might 
imply. Sometimes a quantitative gain must be balanced against a 
qualitative loss, or vice versa. An immigrant slightly objectionable 
qualitatively might be allowed to enter this country if his numerical 
importance were very great, or an immigrant sound in every respect 
might be excluded if there were an imperative necessity for great 
restriction of the volume of immigration. 

The purposes for which restriction of immigration is desired 
have been previously divided into two groups, the one economic, 
the other social. If it is our purpose to secure a homogeneous 
American type, without any regard to industrial needs, then, of 
course, restriction must either involve the qualitative aspects of 
race, willingness to take out citizenship papers, adaptability to 
American institutions, and kindred features, or it must be suffi- 
ciently stringent in amount to reduce the number to be assimilated 
within the limits of our capacity to assimilate them. Undoubtedly, 
such purposes must enter into the consideration of the statesmen 


who draft our immigration policy. But, without minimizing the 
importance of the social aspects of the problem, I propose to assume 
with Professors Jenks and Lauck that “the main problem at present 
is really fundamentally an industrial one, and should be principally 


LBS a 


considered in its economic aspects. The conclusions reached 
should therefore be modified so as to effect the necessary compromise 
between the conflicting economic and social and political needs. 

The restrictive plan offered by the pending Burnett Immigration 
bill is the literacy test. The shortcomings of the literacy test, as 
a method of securing an exact adjustment between the supply of 
immigrants admitted and the demand for laborers at the prevailing 
wage rates in this country, have already been pointed out.? It 
remains to consider a plan which will meet the difficulties that have 
been suggested. 

* The Immigration Problem, 3d ed., pp. 210-11; cf. also Fairchild, Immigration, 
PP. 145, 341, 363. 

2 Supra, p. 452. 
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To regulate the flow of immigration in accordance with the 
fluctuations of the economic demand for labor in this country, a 
plan is necessary that would vary with the needs of our labor 
markets. The plan suggested by Professor H. P. Fairchild, at the 
meeting of the American Economic Association in Washington in 
1911,’ would go far toward accomplishing this result. He pointed 
out the absurdity of our present policy of allowing aliens to enter 
this country without any definite idea of where they were going and 
without any assurance of employment. In fact, by our contract- 
labor law we expressly forbid any persons, except professional 
men, to secure any definite promise of employment before they 
enter the country. The result of such a policy is that the immi- 
grants find themselves thrown into the midst of our complex civili- 
zation without any direct prospect of support from their labor at a 
time when there may be a scant demand for labor. They may be 
compelled by their immediate needs to work for a wage which 
lowers American wages and forces Americans out of employment. 
The immigration law of 1907, strangely enough, in view of the 
attitude taken on contract labor, provides a bureau of information, 
whose duty it shall be to furnish immigrants with the proper infor- 
mation as to the state of our labor market after the immigrants 
have arrived, supposedly without any knowledge of our labor 
conditions. Such a measure is at best remedial; it cannot relieve 
a national oversupply of labor occasioned by an abnormal influx 
of immigrants at a time when few jobs are available for immigrants 
at American wages. 

Our stand against contract labor has prevented any accurate 
adjustment of the supply of immigrant labor to the demand of our 
employers at a wage consistent with American standards of living. 
A large floating alien population in our cities, immigrant congestion 
in foreign colonies, the need of sanitary and tenement regulations 
on an elaborate scale, the special problems which overcrowding 
occasions, are at least partly due to allowing the immigrant to fol- 
low the path of least resistance immediately after his arrival in this 
country, without any regard for his permanent employment at 
American wages. It is significant to note that Canada, which 

* American Economic Review, Supplement, Vol. II, No. 1 (March, 1912), pp. 53-62. 
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copied almost all of our immigration laws verbatim, scrupulously 
avoided the prohibition of contract labor. In fact, Canada has 
adopted the contrary policy. An immigrant coming to Canada 
without having first assured himself that some definite employment 
awaits him is on that account alone liable to be debarred from 
entering the Dominion. 

The chief evil of the contract-labor system in the past lay in 
the fact that it enabled employers to bring laborers into this 
country at a very low rate of wages for the express purpose of 
breaking strikes or lowering the wages of Americans who were 
already employed. This evil, however, may be entirely prevented 
by requiring that every immigrant hired abroad should receive a 
wage that would at least equal the prevailing American wage for 
that particular kind of work at the particular place where he was 
to be employed. 

The machinery by which this contract-labor plan would be put 
into operation would be no more complicated than the nature of 
the immigration problem requires. In the very first place, tie 
possession of a contract of employment, providing for a wage that 
in the opinion of the Department of Labor would not threaten to 
lower American rates of pay in the kind of work in which the 
immigrant was seeking employment, would be an indispensable 
requirement of admission to this country. The effect of this would 
be to exclude from the United States all immigrants for whom 
there was no economic demand anywhere in this country, and to 
admit all for whom there was economic demand. Such a plan 
might appeal to restrictionists and anti-restrictionists alike; for to 
the man who says that restriction of immigration is necessary 
because there are not enough jobs to go around it would guarantee 
restriction, and to the man who says there is employment for 
millions more, it would guarantee an open-door policy. In other 
words, it shifts the burden of proof as to the need of restriction 
upon the man who asserts either the need or the lack of need of 
restriction of numbers. 

To carry the contract-labor policy into effect, an extended sys- 
tem of domestic labor exchanges and consular agencies abroad 
would be required, for manifestly, in the absence of a medium of 
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distribution in this country and offices abroad for the purpose of 
selecting and making contracts with the immigrants, the employers 
could neither communicate effectively with aliens abroad nor be 
sure of receiving the laborers for whom they had contracted. The 
chief administrative features of this system might be described as 
follows: Employers in the United States, who wanted labor, would 
apply to local employment boards. Their applications would be 
sent to a federal employment bureau, which would satisfy itself 
that the labor was not wanted to break a strike or to lower wages. 
If the demand appeared to be legitimate, then the federal board 
would send notices to employment agencies throughout the coun- 
try, in order to give preference first to our own unemployed. If 
there were no unemployed here, then the federal board would 
authorize our consular agents abroad to select and make contracts 
with the required number of immigrants. The work of this system 
would not stop with the making of contracts; it would employ 
the machinery of the state and federal boards through which the 
infmigrant was hired to see that he actually reached his job and 
received permanent employment. 

The perfection of a plan such as the one suggested would involve 
a distinctively constructive element in our immigration program. 
Although some steps have already been taken to provide for a 
beneficial distribution of immigrants by means of a Division of 
Information in the Bureau of Immigration, the proposed contract 
plan would mark a decided change from our policy toward immi- 
grants in the past as well as from the policy which is embodied in 
the Burnett Immigration bill. Hitherto, the nation has avoided 
all responsibility for the immigrant after the entrance conditions 
have been established. The literacy test is in keeping with our 
traditional policy; it proposes a password at the gate and then 
abandons the immigrant to the vortex of our civilization. The 
time has come for recognizing an obligation to protect the immi- 
grant, and also to solve our own problems of immigrant congestion 
and lack of assimilation. In short, we should regard the immigrant 
as the ward of the nation. The United States should have personal 
jurisdiction over the immigrant for a limited period after his arrival, 
until he gets a start and the right kind of start in his new life. It 
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may be urged that this would impose an enormous burden on the 
federal government, and so it would if immigrants continue to be 
admitted at the normal rate of over one million a year. But immi- 
gration conditions have come to such a pass in this country that 
we must limit the number of immigrants to the number we can 
care for well. Otherwise immigration will destroy the unity of our 
national life and divide us finally into several distinct ethnic if 
not national groups. 

The chief objection against the contract-labor plan is the familiar 
bugbear of impracticability. In answer it may be said that the 
principle is being tested now in Canada without the provision for 
controlling wages, and that with this provision it would be prefer- 
able to the evils of the padrone system in this country, which secretly 
and illegally accomplishes the same purpose that the contract plan 
is devised to accomplish openly and legally, with all the safeguards 
of public inspection. 


V 


The proposal to regulate the inflow of immigrants and to provide 
better opportunities in this country for that smaller number is much 


in accord with an attitude that has recently been manifested in this 
country, finding expression in the columns of the New Republic and 
in the writings of Frances Kellor. The new attitude is prompted by 
a conviction that our immigration program should neither begin 
nor end at Ellis Island, that it should begin with emigration condi- 
tions in Europe and end with the final assimilation of the immigrant 
in this country. It is an attitude that is prompted by constant 
knowledge of the many and varied ways of exploiting immigrants, of 
the failures of immigrant banks, of the power of political machines 
based on the control of untutored immigrants, of the indifference 
of immigrants toward taking out citizenship papers that is evidenced 
in the lack of assimilation and the problem of the hyphenated 
American. 

It is to be regretted that the Burnett Immigration bill does not 
contain more elements of a distinctly constructive character. Too 
much emphasis has hitherto been placed upon the prescribing of 
conditions upon which an immigrant may enter the United States; 
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too little attention has been given to the conditions in this country 
with which the immigrant is brought into contact after his arrival. 
The contention which is now gaining a hearing urges that it is the 
native American as well as the immigrant who is responsible for 
the unfortunate failure of the better elements of our national life 
to impress themselves upon the alien; that it is our duty to teach 
the alien as well as his duty to learn; and that we are at fault for 
supposing that mere superficial contact with our civilization, and 
often with the worst phases of our civilization, will make good 
American citizens out of aliens. It insists that we must look to 
the character of our melting-pot as well as to the materials that 
are put into it. To support this new policy the Burnett bill makes 
little positive contribution. 

Indeed, the adoption of the Burnett bill might retard the legis- 
lative progress of a constructive immigration program. The passing 
of the pending bill will probably satisfy the demand of Congress 
for immigration legislation, and after the attention of our legislators 
is diverted to other matters the problems connected with the treat- 
ment of the immigrant in this country may remain for some time 


entirely neglected. If the features of the Burnett bill operate even 
partially and with only fair success, it will be hard to convince 
Congress or the nation that some other measure would do the work 
better. 


In considering the advisability of an immediate adoption of 
the literacy test and the other features of the Burnett bill, we must, 
however, take into account, not only the ideal requirements of a 
constructive immigration program, but also the political possibility 
of securing a better immigration program than the Burnett bill in 
time to meet the demands of the present situation. However wise 
the provisions of the contract labor plan may be, there is little 
likelihood that they will be adopted by Congress during the present 
or the next session. Before the features of the contract plan impress 
tifemselves upon the legislative mind, the European war will prob- 
ably be over, and either the normal rate of immigration will again 
have asserted itself or a new and unexpected state of affairs will 
have been revealed. When it is considered that the literacy test 
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which was vetoed in 1913 could not again be brought before Con- 
gress in the normal course of business until the present year, it will 
readily be seen that it is now none too soon to provide for contin- 
gencies that may arise after the war. Since the Burnett bill with 
its literacy test and other features is the only immigration bill that 
Congress is now ready to accept, the practical upshot of the matter 
is that the country is called upon to choose between the literacy 
test combined with the other features of the Burnett bill and no 
immigration legislation at all. Since the debate centers around the 
literacy test, the most important question confronting us as Ameri- 
can citizens is whether we propose to adopt the literacy test as a 
method of reducing a volume of immigration that may conceivably 
be very large, or take a chance on the possibility that the European 
war will relieve us of the consequences of our inaction, or that 
without any action on our part a fortunate combination of circum- 
stances after the war will reduce the normal flow of European 
immigration. 

Do the contingencies which threaten to arise after the signing 
of a treaty of peace in Europe warrant the adoption of any method 
of restriction? ‘The authorities are not agreed as to what will be 
the state of immigration after the war. Some, like the editor of 
the New Republic, hold that the lessened economic opportunity in 
Europe which is bound to result from the present rate of destruction 
of national resources, the enormous burden of war taxes, the grief 
and disillusionment of the common people in the victorious as well 
as the vanquished nations, will combine to produce an unprece- 
dented tide of emigration from Europe to America. Others, like 
Former Senator Theodore E. Burton, assert that the European 
governments which have already taken such strenuous measures 
to increase the numbers of their future citizens will not hesitate 
to prevent the escape of their adult population by placing an em- 
bargo on emigration, and also that the very sources of emigration 
will be exhausted by the toll of death and injuries, so that the net 
effect of the war will be to make the present abnormally low rate 
of immigration permanent. Still other authorities, who admit the 
possibility of a resumption of the normal flow of immigration, 
doubt the efficacy of the literacy test as a restrictive measure 
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because of the growth of compulsory education in Europe, which 
had made considerable progress before the war. But in order to 
decide in favor of some method of restriction it is not necessary to 
be absolutely certain as to which of these opposite predictions will 
be verified by the facts. If there is only a reasonable prospect of 
an increase of immigration after the war, some method of restric- 
tion should be adopted. The rate of increase of immigration for 
the past decade was far in excess of the rate of increase of the 
demand for labor in our industries, and it was far in excess of our 
capacity to assimilate and make good American citizens out of the 
aliens who are even advantageously employed industrially. If 
there is any doubt as to what will happen in the future, that doubt 
should be resolved against the person who asserts that the unusual 
and abnormal thing will happen, namely, that European immigra- 
tion will not continue in the future in its accustomed volume. In 
view of the excessive rate of immigration in past years, it would 
be far better to err in the future by providing for some restriction 
when no restriction was needed, than to fail to provide for restric- 
tion of immigration when restriction was needed. It would be 
wise to insure against the possibility of a recurrence in the future 
of the same rate of immigration that obtained before the war by 
adopting some restrictive measure now. 

The literacy test will probably be effective as a method of 
restricting post-war immigration. The war will undoubtedly have 
a tendency to set back the slow growth of compulsory education in 
Southeastern Europe for many years. The sacrificing of the needs 
of all other governmental functions to the supreme necessities of 
the war and the lessened educational opportunities that will come 
to orphan children will probably combine to make the number of 
European illiterates in the future at least as large, if not larger than 
the number in the past. 

As long as illiteracy is a marked characteristic of any large 
element of European immigration, the literacy test will have a 
pronounced restrictive effect. It is true that the amount of restric- 
tion it secures will have no reference to the fluctuations in our 
economic demand for labor; and that it will have no necessary 
connection with the needs or lack of needs of our labor market. It 
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will, however, substantially reduce the volume of immigration and 
thereby relieve the pressure of too great numbers upon our economic 
standards and social institutions. This in itself be a service 
of considerable value. The coming of so many immigrants within 
the last decade or so has made any restrictive measure welcome, 
even if it does not work with absolute precision in securing a cor- 
respondence between the supply of immigrant wage-earners and 
the demand of our employers for their labor. The literacy test will 
check the undoubted detrimental effect of the pronounced tendency 
of our alien population to grow faster than the opportunities for 
its employment at American standards of wages and its assimilation 
at American standards of culture. Even if it does not debar as 
many as our economic needs of restriction require, it will be better 
than no restriction at all. If it excludes so large a number that our 
employers are unable to get enough laborers at the prevailing rates 
of wages to satisfy their demands, the literacy test will operate to 
afford higher pay and better opportunity for the diminished num- 
ber of immigrants that are allowed to enter, so that the ultimate 
effect will always be some improvement in the quality of our 
economic life at the expense of quantity. It is also possible that 
too much restriction in the future may compensate for too little 
restriction in the past. 

The literacy test has much to recommend it from an adminis- 
trative standpoint; it has all the requisites of a method that could 
quickly be put into operation, its administration would present no 
unusual difficulties, and it makes no invidious distinctions between 
nationalities that might involve us in international complications. 
Moreover, the literacy test has the advantage over any new method 
of restriction that its probable consequences have been studied for 
a long time and perhaps diagnosed with a fair degree of accuracy. 

The Burnett Immigration bill as a whole stands on stronger 
grounds than the literacy-test provision alone. There can be little 
doubt as to the value and political good sense of the selective 
features of the bill. The additions to the classes excluded at present 
have conformed to the desires of experts and to the problems which 
have recently developed. Against an immigration bill that con- 
tains selective features that are unquestionably beneficial and a 
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literacy test that is at the worst not positively harmful, it is not fair 
to put too much stress on the fact that it does not accomplish 
everything that is needed in the field of immigration control. If 
it improves or makes needed additions to the admission require- 
ments now in force, it is probably worthy of adoption, though it 
is silent as to the need of a domestic immigration policy, and even 
though it falls short of complete perfection in setting up standards 
at Ellis Island for the selection and restriction of immigration. 
Judged by its selective features the Burnett Immigration bill is a 
cautious advance in the field of immigration legislation. While it 
does not go so far as conceivably might be possible, its enactment 
would mark a decided step in the direction of some of the needs of 
an ideal immigration policy. Judged by its restrictive provision, 
the bill is an acceptable emergency measure. 

The successful end of the long campaign for the literacy test 
should not, however, cause us to abandon our attempts to secure a 
constructive immigration program, which would be better suited 
to our national needs than a policy which stops with the require- 


ment of literacy. 
Homer Hoyt 
UNIVERSITY OF CHICAGO 














THE CONTROL OF INTERSTATE UTILITY CAPITAL- 
IZATION BY STATE COMMISSIONS 


In the regulation of rates and service the interstate character 
of a utility business does not seriously complicate the question of 
jurisdiction, since it is a well-established principle that intrastate 
rates and service are subject to state control. Capitalization, 
however, does not so easily lend itself to control upon a geographical 
basis. Stock may represent ownership in a property operated as 
a unit but situated in more than one state. Bonds or notes may 
be protected by a mortgage upon property located within several 
states. Or securities, the proceeds of which are to be expended in 
one or more states, may be issued by a company incorporated 
under the laws of another state. Under such circumstances, which 
state commission, or commissions, are to pass upon the securities ? 
It must be confessed at the outset that we are here upon uncertain 
ground, for the confusing questions of jurisdiction regarding capi- 
talization which are raised by the interstate character of many 
utilities are as yet not definitely settled. It will be seen that the 
problem is twofold. First, what-is to be the degree of control 
exercised by a state, through its commission, over the issuance by 
a domestic corporation of securities which represent expenditures 
upon, or are secured by liens upon, property outside the state ? 
Second, what is to be the degree of control exercised by a state, 
through its commission, over the issuance by a foreign corporation 
of securities which represent expenditures upon, or are secured by 
a lien upon, property within the state ? 

The capitalization sections of the public-utility laws of several 
states seem to apply only to domestic corporations. For example, 
the New York law regulating the issuance of securities applies only 
to utilities ‘organized or existing, or hereafter incorporated, under 
or by virtue of the laws of this state.”* The Maryland,? Nebraska, 

* New York, Laws of 1910, chap. 480, secs. 55 and 69. 

? Maryland, Laws of 1910, chap. 180, secs. 27 and 34. 

3 Nebraska, Acts of 1909, chap. 108, sec. 1. 
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Michigan,’ and Vermont? laws contain the same provision. On 
the other hand, many of the laws seem to make no distinction 
between foreign and domestic corporations. For example, the 
laws of Arizona,’ California,s Missouri,’ and LIllinois* provide 
that ‘‘the power of public utilities to issue stock, stock certificates, 
bonds, notes and other evidences of indebtedness and to create 
liens on their property within the state is a special privilege” to be 
exercised only under the supervision of the commission. The 
Kansas law’ applies to “all companies organized under the laws 
of others states of the Union and of foreign countries as well as to 
domestic corporations.”” In many of the statutes it is not made 
clear how far the jurisdiction of the commissions extends. 


SECURITIES OF DOMESTIC CORPORATIONS 


The simplest case imaginable is that of a domestic utility cor- 
poration wishing to issue securities, the proceeds of which are to be 
expended within the state. Certainly, here, if at all, the parent 
state would have the right to supervise the issuance of securities, 
and no troublesome questions of jurisdiction would arise. Fre- 
quently, however, the situation is not so clear. The first group of 
laws mentioned seems to imply that a domestic corporation must 
secure authorization for the issuance of all its securities from the 
state of its creation, even though some or al] of the proceeds of the 
securities are to be used in other states. This principle is actually 
applied by some of the commissions. 

The Massachusetts Railroad (now the Public Service) Com- 
mission has been accustomed to pass upon all issues of the Boston 
& Maine Railroad, incorporated in Massachusetts, as well as in 
neighboring states, whether the expenditures are to be made in 
Massachusetts or in the other states. The Vermont commission 
recently gave its approval to a note issue of $489,000 by the 

* Michigan, Pub. Acts, 1911, No. 177, sec. 1. 

? Vermont, Laws of 1908, No. 116, sec. 16. 

3 Arizona, Session Laws, 1912, chap. go, sec. 52 (a). 

4 California, Statutes, 1911, 1st Extra Session, chap. 14, sec. 52 (a). 

5 Public Service Commission Law of Missouri, 1913, sec. 54. 

® Hurd’s Revised Statutes, 1913, chap. 1114¢, sec. 20. 

7 Kansas, Laws of 1911, chap 238, sec. 24a. 
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Connecticut River Power Company, a domestic corporation in both 
Vermont and New Hampshire, a part of the proceeds of which 
represented expenditures in New Hampshire. The chairman of the 
Ohio commission says, in response to an inquiry upon this subject: 

The Ohio Commission approves securities such as you describe only 
because the companies apply to have them approved. The companies 
apply because they are not sure who has the power of approval for a company 
organized in Ohio but making additions in another state.? 

The Maryland commission has unequivocally taken the posi- 
tion that securities issued by a domestic utility corporation must 
have the commission’s approval, even though the proceeds are to 
be spent outside the state. This position was taken by the com- 
mission in connection with the issuance of securities by the Balti- 
more & Ohio Railroad Company, a domestic corporation. In 1913, 
the company announced its intention to issue $63,250,000 of bonds, 
which apparently were to be secured by a mortgage upon its entire 
system. The Maryland Public Service Commission sued for an 
injunction to prevent the issuance of the bonds, upon the ground 
that its consent must first be secured. The commission rested its 
claim upon the fact that the Baltimore & Ohio was a Maryland 
corporation, and must therefore obtain the consent of the com- 
mission, since the state law gave the commission control over utility 
corporations “organized or existing, or hereafter incorporated, 
under or by virtue of the laws of the state of Maryland.” The 
company asserted that the commission’s approval was not neces- 
sary, as only 281 miles of track of its total of 4,550 were located in 
Maryland, and since a considerable portion of the proceeds of the 
issue were to be spent on its properties outside of Maryland. The 
case finally reached the Maryland Court of Appeals, which held 
that the commission could exercise no jurisdiction whatever as 
regards securities, the proceeds of which were to be spent outside 
the state. The Court said: 

[An interstate carrier] may, as laid down by Chief Justice Waite, be made 
subject to the control of each state as to matters affecting the operations of the 

Decision not yet available in printed form. Decided January 2, 1915. 

2 Personal letter to the author. 


3M. Laird et al., Public Service Commission v. Baltimore & Ohio Railroad Com- 
pany, 88 Atl. 348; L. R. A., New Series, 47, p. 1167. 
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company within the state, but beyond that, state legislation is powerless with- 
out striking at the very fundamentals of rights as recognized in our government. 
. . . « Manifestly, the public service commission of this state is not, and could 
not be, invested by the legislature of this state with any supervisory power 
over the expenditures of moneys in other states, nor the apportionment of the 
expenditure of its money as between different states, nor could it pass upon 
to approve or condemn the wisdom or unwisdom of construction work to be 
performed in Virginia, West Virginia, Ohio, Indiana, Illinois, Missouri, Dela- 
ware, and other states 

It may well be that the time will come when the jurisdiction of the Inter- 
state Commerce Commission will be so broadened as to confer upon it a power 
to regulate in some measure the fiscal management of the great interstate 
carriers of this country, and enable them to prevent in the future some of the 
ill-advised and unfortunate policies of the past. But the fact that such a 
power has not yet been conferred cannot authorize a state to grasp a jurisdic- 
tion it was never intended it should authorize. 


The New Hampshire commission maintains that its approval 
is not necessary for the issuance of securities by domestic corpora- 
tions, in so far as the proceeds represent expenditures outside of the 
state. The Twin State Gas & Electric Company, operating 
properties in Maine, New York, Vermont, and New Hampshire, 


petitioned the New Hampshire commission for approval of $2,235,- 
cco of bonds, $1,500,000 of which were to be used for refunding 
purposes. It was maintained that it was difficult to ascertain 
what portion of the original issue represented indebtedness incurred 
on account of the portion of the property located in New Hamp- 
shire, and therefore the commission was asked to authorize the 
entire amount of bonds. The commission said: 


The petitioner may introduce evidence upon this point, and so far 
as said issue of $1,500,000 of 1906 bonds represents indebtedness incurred 
in the acquisition and improvement of New Hampshire properties, it will 
be allowed, and new bonds to refund the same will be authorized. So far 
as it represents other indebtedness, authority from this commission is not 
required.' 


The New Hampshire commission took a similar position upon 
the application of the Connecticut River Power Company. This 
company, which operated an interstate property and which was 
a domestic corporation in both Vermont and New Hampshire, 


* New Hampshire Public Service Commission Report, IV, 9. 
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applied to the commissions of both states for permission to refund 
certain outstanding notes. The commission said:' 

So far as the proposed refunding relates to indebtedness not arising out of 
the purchase or improvement of properties in New Hampshire, our approval 
is not required. 

These decisions of the New Hampshire commission rest upon 
the provision of the New Hampshire public service commission 
law,? which provides that no utility corporation need apply for 
authorization for its securities except for the— 


acquisition of property, the construction, completion, extension, or improve- 
ment of its facilities, or the improvement or maintenance of its service within 
this state, or the discharge or refunding of its obligations or reimbursement 
of moneys actually expended for such purposes. 


SECURITIES OF FOREIGN CORPORATIONS 

The fact that utility corporations frequently issue securities, the 
proceeds of which are to be spent in states other than the parent 
state, or which are secured by liens upon property in states other 
than the parent state, gives rise to the question: What measure of 
control over capitalization may be exercised by the state in which 
the property is located? Does the fact that the property to be 
encumbered is located within a state, or that the proceeds are to be 
spent on property within a state, give to such state any right of 
control over the issuance of securities by a foreign corporation ? 

That the mere fact of foreign incorporation does not preclude 
a commission from passing upon securities issued to acquire 
equipment or property within the state, is the position of the Cali- 
fornia, Missouri, and Arizona commissions. ‘The Southern Pacific 
Company, a foreign corporation, applied to the California com- 
mission for approval of $2,010,000 of Southern Pacific Company 
equipment trust certificates, to be issued for the purpose of acquiring 
new equipment, consisting of various types of cars. In view of the 
fact that much of the equipment was to be used in interstate 
business and that the California law provides that the utilities act 
shall not be applied to commerce with foreign nations or commerce 
among the several states, Commissioner Thelen held: 

I am of the opinion that the assumption by this commission of jurisdiction 
over the issue by a foreign corporation of equipment trust certificates in a 

‘Public Utilities Reports, 1915, C. No. 1, p. 37. 

2 New Hampshire, Laws of 1911, chap. 164, sec. 14a. 
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foreign state, the proceeds whereof are to be used to purchase equipment used 
exclusively in others states or moving in interstate commerce, would be beyond 
its powers, under the provisions of Section 85 of the Public Utilities Act, which 
section reaffirms the well-established principles of law governing commerce 
among the several] states and with foreign nations. 

On the other hand, it seems equally clear that with reference to the equip- 
ment, if any, which is to be used solely and exclusively in the state of Cali- 
fornia, this commission has undoubted jurisdiction, particularly in the absence 
of any action by the Federal Government, in the matter of the issue of stocks, 
bonds, and other securities of common carriers 


The commission requested the company to make a segregation 
to show what portion of the proposed equipment was to be used 
exclusively within the state of California. The testimony pre- 
sented indicated that the equipment to be purchased for all the 
underlying lines, other than the Pacific Electric Railway Com- 
pany, was to be used either exclusively in other states or in jour- 
neys crossing state lines, but that the equipment to be purchased 
for this line would be used exclusively in California. Commis- 
sioner Thelen therefore held: 

I am accordingly of the opinion that this Commission has jurisdiction 
over their application in so far as affects the guarantee by the Southern Pacific 
Company of trust certificates to be used in purchasing the cars to be used by 
the Pacific Electric Railway Company, and that, with respect to the remain- 
ing portion of the application, this Commission has no authority." 

The Missouri commission holds that the encumbering of utility 
property within the state requires its approval, whether it be by 
a foreign or domestic corporation. The American Refrigerator 
Transit Company, a New Jersey corporation, doing business in 
Missouri, applied to the Missouri Commission for approval of an 
issue of notes, to be secured by an indenture of lease and condi- 
tional sale agreement of its cars. The company in its petition 
denied that the commission had jurisdiction over it. The com- 
mission said: 

It is significant that the provisions of the Public Service Law are not 
restricted to domestic corporations, and the right of supervision reserved in 
section 54 over the power of the corporations mentioned “to create liens upon 
their property situated in this State” indicates that it was intended to 
apply to foreign corporations doing business in this State We think 
it was the intention of the Legislature to bring within the jurisdiction of the 


* Opinions and Orders of the Railroad Commission of California, III, 567. 
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Commission the encumbering of such property as that owned by the petitioner 
and used in the transportation of freight in this state.* 


In passing upon an application cf the Chicago, Rock Island 
& Pacific Railway Company, the Missouri commission again took 
substantially similar ground. The Chicago, Rock Island & Pacific 
Railway Company, an Illinois and Iowa corporation, applied to the 
Missouri commission for its consent to the issuance of $4,994,000 
of bonds, to be secured under the first and refunding mortgage 
upon all the company’s property, a part of which was situated 
in Missouri. The company challenged the jurisdiction of the 
commission, but the commission asserted its power in the premises, 
saying: 

In the case of In re American Refrigerator Transit Company, 1 Mo. P. S. 
C. 29, a similar contention was made and was decided adversely to the appli- 
cant, the Commission holding that it had full jurisdiction over railroad cor- 
porations, whether foreign or domestic, in the matter of the issuance of stocks, 
bonds, notes, and other evidences of indebtedness creating liens upon their 
property situated in this State. We still adhere to the doctrine of that opinion 
and rule against petitioner upon the question raised as to the jurisdiction of the 
Commission.? 


The Missouri commission has also passed upon the applications 
of several foreign railroad companies for permission to issue capital 
stock, and in such cases has made the same inquiries as though 
they were domestic corporations. 

The Illinois commission takes the position that foreign incor- 
poration does not prevent control of capitalization, in so far as 
the securities are protected by a lien upon property situated within 
the state. This commission has approved bond issues the proceeds 
of which were to be spent largely in other states, but which were 
secured by a mortgage upon property a part of which is situated in 
Illinois. In 1914 the commission approved the issuance of $30,000,- 
ooo of bonds by the Chicago, Milwaukee & St. Paul Railroad, a 
Wisconsin corporation, the proceeds of which were to be spent in 
Illinois, South Dakota, Iowa, Michigan, Wisconsin, Minnesota, 

t Missouri Public Service Commission Reports, I, 37. 

2 Ibid., I, 236. 
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Montana, and Washington.t The counsel of the commission, in 
explaining the action of the commission, says:? 

This Commission had jurisdiction of this matter, and the railway com- 
pany was compelled by law to ask for the approval of said bond issue, because 
the mortgage or deed of trust securing the payment of said bonds rests upon 
real estate owned by the Chicago, Milwaukee & St. Paul Railway Company, 
in the state of Illinois, as well as without the State. 

Describing the practice of the Arizona commission, its chairman 
says:3 , 

We have always held that in the case of a foreign corporation owning and 
operating property within the state, the permission of this Commission is 
necessary for the approval of the issuance of securities. In other words, we 
assume control over the issuance of the stock and other securities of any public 
service corporation where the application of the proceeds is to be made on 
property situated within the State. 

The views of the Georgia and the New York Second District 
commissions differ from the decisions above referred to. These 
bodies take the position that control over the issuance of securities 
of foreign corporations is beyond their power, or the power of the 
legislature. _The Georgia commission has indicated its position 
in the Atlantic Coast Line case.4 The Atlantic Coast Line Rail- 
road Company, a Virginia corporation, was operating a railroad 
through Georgia and Virginia. The question arose as to whether 
the Georgia commission’s approval was necessary for the issuance 
of bonds secured by lien on all of the property of the corporation, 
a part of which was situated in Georgia. The Georgia statute 
stipulated that all corporations “‘over which the authority of the 
Railroad Commission is extended by law”’ should be required to 
secure the authorization of the commission in order to issue securi- 
ties. The. question therefore was whether the commission’s au- 
thority extended over foreign corporations doing an interstate 
business. The commission said: 

Unquestionably, the Legislature could and did confer jurisdiction over 
the Atlantic Coast Line Railroad Company and every other public service 

? Orders, State Public Utilities Commission of Illinois, No. 1, p. 64. 

? Personal letter to author, October 31, 1914. 

3 Personal letter to author, October 9, 1915. 


4 Re Issue of Corporate Mortgage Bonds by the Atlantic Coast Line Railroad Com- 
pany. Not published in the reports of the commission, but available in its files. 
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corporation, foreign and domestic, doing business within Georgia. The purely 
intrastate traffic of foreign railroad corporations, in Georgia, their intrastate 
rates and service, the sufficiency and efficiency of their public service, and the 
policing thereof; that is, the things which relate to, affect, or concern the 
conduct of their business in Georgia, as common carriers, are subject to super- 
vision and regulation by this Commission. 

. . . . The issuance of stocks and bonds is the exercise of inherent 
corporate powers in exclusively internal affairs. The issuance of stock cer- 
tificates, in the state of Virginia, by a corporation created by Virginia and in 
accordance with the powers given in the charter of existence, and in fulfilment 
of subscription contracts made in Virginia, it seems to us, must be wholly 
beyond regulation by Georgia statute. 


While the commission held that the issuance of stocks or bonds 
by a foreign corporation was entirely beyond its control or the 
control of the state of Georgia, it indicated that the right to mort- 
gage or encumber property might be restricted by the state in which 
such property was located, regardless of whether the corporation 
be foreign or domestic. But it was the issuance of bonds without 
the commission’s approval, rather than the encumbering of property, 
which the law forbade. The commission held it could have no 
more control over the issuance of bonds of a foreign corporation 
than over the issuance of stock. The commission stated: 

The right and power to issue bonds, notes, or evidences of debt must not 
be confused with the right to secure them by mortgage upon or deed to property. 
The first it seems to us is governed exclusively by the charter and by the law 
of the state creating the corporation 

It is also suggested that it is the public policy of Georgia to protect its 
citizens, by governmental supervision, against improvident or fraudulent bond 
issues by corporations, and they should be protected against such issues by 
foreign as well as domestic corporations. But this involves the power to 
carry out such a public policy. In the case of corporations created, brought 
into existence by it—for whose birth, life, and death it is responsible—the 
State unquestionably has such powers, and with it has a duty. But this can- 
not be true as to the creature of another sovereignty, over whose conduct 
while within our bounds we have jurisdiction, but for whose existence, powers, 
and privileges we are not responsible, or for the exercise of which beyond our 
borders can we be held accountable. Our citizens must buy their bonds, 
knowing this, and on their own judgment. No one, for a moment, would con- 
tend that the state of Georgia could exercise authority as to a bond of an 
English or Russian corporation, nor hold such unlawful if not approved by 
this Commission. Then how any more so as to the bond of a Virginia cor- 
poration ? 
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The New York Second District Commission appears to take 
substantially the same position. The commission in its First 
Annual Report, page 18, calls attention to the fact that the capital- 
ization features of the law apply only to corporations created under 
the laws of the state of New York, and adds: “Clearly, the 
capitalization of foreign corporations is beyond control either of 
the legislature of this State or of any commission created by it.” 


CONFUSION AND INADEQUACY OF THE PRESENT SYSTEM 


The fact that under existing laws and commission procedure 
an issue of securities must frequently obtain the approval of two 
or more commissions creates a seriously confusing and unsatis- 
factory situation. Under this system it may happen that the 
various commissions will be unable to agree as to the amount of 
securities properly issuable, or as to the terms upon which they 
should be issued. Some of the commissions are restricted in granting 
their approval by the terms of the laws under which they operate, 
which may not conform to the laws of neighboring states; or, the 
approval granted by one commission may be denied by another. 
This is what actually happened in the petition of the Southern 
Pacific Company for authority to issue $30,000,000 of two-year 
secured notes. Permission was promptly given by the California 
commission,’ but authorization was denied by the Arizona com- 
mission. Further consideration of a two-year note issue was 
abandoned, and one-year notes were issued instead, for the issuance 
of which the approval of neither commission was required.3 It is 
claimed that there has been an inclination on the part of some of 
the commissions to insist that a certain portion of the proceeds 
should be spent within their state, as a condition of their consent 
to the issuance of securities.‘ It is conceivable that the possibility 


* Opinions and Orders of the California Railroad Commission, II, 982. 

? First Annual Report of the Arizona Corporation Commission, p. 826. 

3 Under the laws of California and Arizona, as of most other states, the issue of 
notes running twelve months or less does not require commission approval. 

4See Hearing before the Commission on Interstate and Foreign Commerce, on 
Regulation of Stock and Bond Issues by Common Carriers (House of Representa- 
tives, 63d Congress, February 9 to March 13, 1914, pp. 144 and 151); also World’s 
Work, February, 1916, p. 455. 
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of such action upon the part of the commissions might prove a 
source of danger to the interstate carriers. 

Not only is the present method unsatisfactory, because of the 
possibility of difference in judgment between state commissions 
and difference in the laws under which the commissions operate, 
but it also brings it about that authorization is given for the issuance 
of securities, when the approving commission has no adequate 
means of acquiring at first hand the information upon which its 
decision rests. For example, of the $30,000,000 issue of the 
Chicago, Milwaukee & St. Paul Railroad which was approved by 
the Illinois commission as above noted, about $8,000,000 was to 
be expended on lines west of Mobridge, South Dakota. Further, 
large amounts on lines east of Mobridge were to be spent outside 
of Illinois. For instance, almost $2,000,000 was for track elevation 
in Milwaukee. Under such or similar circumstances, how can a 
commission secure for itself adequate information upon which to 
base the statements required to be made by it, that is, that the 
amounts to be expended outside the state are reasonably reqvired 
and that they are to be used only for purposes properly chargeable 
to capital account? How can it evaluate the properties in order 
to reach a determination, or how can it assure itself after the issue 
has been made that the proceeds have been spent only for the 
purposes specified? As expressed by the chairman of the Ohio 
commission: “‘It has always struck me as being particularly futile 
for this Commission to pass upon not only the necessity, but the 
actual installation of, say, a roundhouse at Cairo, Illinois.”* 

Outside of its own state a commission has no official authority. 
As to expenditures outside the state, it must ordinarily rely either 
upon the representation of the applicant or the findings of the 
commissions in the other states. As a matter of fact, the custom 
has developed among many of the commissions of placing large 
reliance upon the statements and findings of commissions repre- 
senting other states. For example, it has been the custom of the 
commissions of New Hampshire, Vermont, and New York to 
accept the findings of the Massachusetts Public Service Commis- 
sion (formerly the Railroad Commission) as to the expenditures 

* Letter to author, February g, 1915. 
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of the Boston & Maine Railroad which are properly capitalizable, 
and to concur in regard to the amount to be authorized. The 
practice of the Michigan commission is expressed as follows by 
its chairman :* 


Our practice is in large measure to give full faith and credit to the findings 
of the commission in the state having the home office of the company, or where 
the principal part of the work for which the securities are to be expended 
is being performed. 


In referring to the issues of the Southern Pacific Company, which 
company presents its applications to both the California and 
Arizona commissions, the chairman of the Arizona commission 
says :? 

Inasmuch as the California Commission has headquarters in San Francisco, 
an engineering and accounting study is made by that commission in matters 
germane to the petition and, ordinarily, we follow the conclusions arrived at 
in the sister state. 


This system of reliance upon the findings of other commissions 
brings it about that commissions representing various states give 
their authorization to securities the propriety of which, in so far 
as they represent expenditures outside of the state, cannot be 


vouched for at first hand. The customary assertions regarding the 
securities are made in the permits granted, as, for example, that 
the issue is reasonably required, that it is in a proper amount, and 
for proper capital purposes—which statements, in the case of 
property outside of their jurisdiction, the commissions frequently 
cannot make as the result of their own investigation. 

The conclusion that existing methods in the supervision of 
capitalization of interstate projects are inadequate is strengthened 
by a consideration of the special problem of control of capital 
stock issues and debentures or unsecured bonds. It is doubtless 
within the legal power of a state to control the encumbering of 
property situated within its borders, and therefore perhaps of bond 
issues in so far as they are secured by mortgage upon such property. 
But it is difficult if not impossible to understand how one state 
can regulate the issuance of capital stock by a foreign corporation, 

* Personal letter to the author, January 13, 1915. 

2 Personal letter to the author, October 9, 1915. 











486 JOURNAL OF POLITICAL ECONOMY 


even though the proceeds of such stock are to be spent within the 
state, or the issuance by a foreign corporation of bonds not secured 
by a mortgage upon property within the state. Yet such powers 
are actually conferred upon the commissions of several states by 
statute, and are actually being exercised by several of the com- 
missions, as already pointed out. 

There has been as yet no authoritative judicial determination 
of this problem of jurisdiction over capitalization. But it is a well- 
established principle that, since the rights to exist and exercise 
the functions of an artificial person are derived solely from the 
state of incorporation, that state alone has control over the exer- 
cise of corporate functions. The powers of the corporation to 
borrow money and to issue stock are granted by the parent state. 
This power to borrow may be restricted by other states in so far as 
property situated in those states is mortgaged to secure bondholders 
and other creditors. But stock or debenture bonds do not create 
a lien on any particular property. Stock merely represents a share 
in the total ownership. Debenture bonds are, in essence, unsecured 
promissory notes. The issuance of such securities is a corporate 
function, derived solely from the state under whose laws the com- 
pany is incorporated and presumably subject to the control of this 
state only. While prediction is dangerous, it is to be expected 
in view of the long line of unvarying decisions, that the courts will 
regard the attempt to regulate the issuance of such securities of 
foreign corporations as abortive. Obviously, if it proves impos- 
sible for the states to control the issuance of stock or debentures of 
foreign corporations, the doors to overcapitalization will be swung 
wide open. Perhaps little need be feared regarding the issuance 
of debentures, as this type of security is not widely used in the 
United States. But if the position here indicated becomes the 
established one, it will prove impossible to prevent foreign cor- 
porations from overcapitalizing utility properties through stock 
issues, without some alteration in our existing system of regulation. 


PROPOSED REMEDIES 


Various remedies have been suggested for the unsatisfactory 
and chaotic condition which has developed. It has been proposed 
that the regulation of capitalization be left entirely to the parent 
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state. But the position contended for by the Maryland commis- 
sion, that incorporation under the laws of a state should entitle 
the commission representing that state to pass upon all security 
issues of a utility regardless of where the proceeds are to be expended 
is one which will not find a ready acceptance. Often the parent 
state is little concerned with the operations of its offspring. For 
example, the Southern Pacific Company, a Kentucky corporation, 
operates an extensive railroad system, but it has not even a side- 
track in the state of Kentucky. Even though some of the property 
should be located in the parent state, this fact does not render the 
commission of that state competent to pass upon securities the 
proceeds of which are to be spent in remote states. Nor would 
this proposal do away with the possibility of conflicts of authority 
between the state commissions, since many important roads are 
incorporated under the laws of several states. The Lake Shore 
& Michigan Southern Railroad Company, for example, is a cor- 
poration of New York, New Jersey, Pennsylvania, Ohio, Illinois, 
and Michigan. 

Or the various states could prohibit the placing of property 
within the state under a general mortgage with property outside 
the state. Under this policy of segregation no state would be called 
upon to pass upon securities protected by a mortgage on property 
in other states. But in view of established methods of railroad 
financing this would be inadvisable. It might prove exceedingly 
inconvenient to a corporation to divide its securities into several 
issues, each issue to be secured simply by the property within a 
particular state; and it might prove difficult to sell the securities 
thus divided, if the entire property were an operating unit. 
Certainly such securities could not be sold upon such advantageous 
terms as under the present method, and the cost of capital would be 
increased. Furthermore, this proposal, if adopted, would not 
simplify the problem of controlling the issuance of capital stock by 
foreign corporations. 

Or the states could require that all corporations owning and 
operating utility property within their borders should be domestic 
corporations. The New York Second District commission, with- 
out legislative instruction, applies this policy to gas and electric 
utilities, and refuses to give its approval to the granting of any 
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franchise to a foreign corporation, or to the transfer of a franchise 
to a foreign corporation.‘ The general application of this policy 
would solve the problem so far as intrastate properties, such as 
most of the urban utilities, are concerned. But to break up all the 
great interstate systems into fragments, each part being owned 
by a separate corporation domiciled in a different state would 
surely be futile. Such a requirement would increase the intricacy 
of corporate relations, lessen efficiency in the conduct of business, 
and render the securities less desirable. 

The foregoing considerations point conclusively to the desir- 
ability of federal control over the securities of interstate utilities. 
If it be granted that control of the capitalization of public utilities 
is desirable, it is apparent that if such control is to be exercised 
simply by the separate states, only confusion can result in the case 
of interstate projects. Apparently no method other than federal 
control, which might mean federal incorporation, if necessary, will 
bring order out of the chaos which has arisen. Such control, if it 
is to be effective, must be exclusive. With all intrastate properties 
owned and operated by domestic corporations, so that their capital- 
ization would be subject to the control of the state in which the 
property is situated, and with the capitalization of all interstate 
properties subject to exclusive federal control, there would be no 
possibility of disagreement between commissions, no conflict arising 
from differences in state laws, no issuing of authorizations based 
upon the findings of other commissions, and no legal difficulties 
upon the ground of foreign incorporation. Whether the duty of 
supervising the issuance of securities of interstate projects should 
be performed by the already overburdened Interstate Commerce 
Commission may be open to question. But, by whatever method 
it be provided, apparently the next step in the regulation of the 
capitalization of interstate utilities is exclusive federal control. 

RALPH E. HEILMAN 

UNIVERSITY OF ILLINOIS 

* First Annual Report, Public Service Commission Second District, New York, 
p. 18. 
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ECONOMIC INTERPRETATION OF AMERICAN HISTORY 


To turn men away from the “barren” field of political history is one 
professed object of Professor Charles A. Beard in the two volumes which 
he has in recent years submitted to the public.’ Other purposes of these 
interesting volumes are to call the attention of scholars to a closer con- 
sideration of men’s interests as decisive factors in history, to induce a 
re-examination of the actual conditions upon which the federal Consti- 
tution was posited, and to further the study of the programs of whatever 
democracy there was in the Jeffersonian system of government. 

These purposes are certainly legitimate, and the volumes before us 
show both the earnestness of their author and the important results 
actually attained. Their general truthfulness and effect are suggested 
by the reactions of historical scholars. Several well-known writers have 
declared that the first volume was bad—very bad, and even slanderous 
of the Fathers of the Constitution; but when the second volume appeared 
some of these same men declared that Beard was not such a bad scholar 
after all—that his new book was a most important publication, a work 
which all ought to read. Some who had liked the first volume could not 
avoid the conclusion that the second was of doubtful value; but most 
people from whom the writer has had reactions agree in the view that 
the first instalment of Mr. Beard’s study is of doubtful importance, while 
the second is really an excellent work. 

This brings to mind a fact which many readers of history are prone 
to forget, namely, that American historians are conservatives; they 
cannot allow anyone to treat the makers of the federal Constitution as 
other than sacrosanct; and any scholar who finds the “Fathers” just 
ordinary human beings, some honestly straightforward, some shrewd 
politicians, and still others “crooked,” as we measure men’s morals 
today, must expect but cold recompense for his labors. On the other 
hand, these same historians generally regard Thomas Jefferson as a 
trickster, an insincere and shallow reformer, a liar and a slaveholder. 
Anyone, therefore, who shows the so-called sage of Monticello to have 

*An Economic Interpretation of the Constitution of the United States, 1913; and 
Economic Origins of Jeffersonian Democracy, 1915. New York, Macmillan. 
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been a rather poor sort of individual, a mere timeserver and a con- 
sistent representative of certain “interests,” as Professor Beard does, 
makes a “valuable contribution to our knowledge,” which is to say 
that the historian of today is quite a normal individual who responds 
to all the stimuli that moved Shakespeare’s famous Jew to say that he 
had feelings like other men. 

To me Mr. Beard’s two volumes seem to be of about equal value, 
though I do not think Jefferson quite so bad a man as he is here painted. 
That may be set down to my pro-Jeffersonian bias. Yet these two 
volumes commend themselves as the most important that have come 
from the press in the last few years. They put the men of the period 
before us very much as they must have appeared to their contemporaries. 
This is the most that any historian can hope to do. The author’s point 
of view is perhaps a little too evident in certain passages. He inclines 
to condemn both the Federalists of 1787 and the Democrats of 1800 as 
representatives of “interests” seeking the good only of their respective 
sets, of themselves and their supporters. To him the devices and nice 
balances of the Constitution were invented to prevent the masses of the 
people from gaining control of the new federal system, as indeed they 
had controlled the legislatures, occasionally, of the states, notably Penn- 
sylvania, where, according to the view of the Fathers, anarchy ruled 
supreme in 1787. Nor did the makers of the federal Constitution deny 
that their purpose was to conserve the rights of property, though they 
did try to temper their arguments for its adoption just enough to secure 
from the various conventions the necessary votes of approval. 

Anyone who will read John Adams’ writings, amply quoted in Beard’s 
book, Marshall’s Life of Washington, McRee’s Life and Times of James 
Iredell, or any of the hundreds of other works which reflect Federalist 
opinion, will see for himself that this is true. 

Mr. Beard shows distinctly and from sources hitherto unused what 
the more thoughtful political scientists have accepted from the time of 
Washington to our own day, namely, that the constitutional movement 
and the Federalist supremacy constituted a reaction against the radical- 
ism of 1776, whatever that radicalism was. There is no need in our day 
to blink this fact. Yet many of us do blink it. We are deceived by the 
many statements of politicians, and especially by Chief Justice Marshall’s 
fiction, that the ‘‘ People” made the Constitution. One of the reasons 
we are so readily misled is the fact that we misunderstand the so-called 
movements in our history. For example, most scholars, including Pro- 
fessor Beard, I believe, regard the states’ rights preachings of Jefferson 
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as appeals to the states as such in order to overthrow the Federalist 
system. The truth is that Jefferson was all his life more of a nationalist 
than any of his Federalist opponents, and the resolutions of 1798-99 were 
but platforms upon which to mobilize the democracy of the times; they 
were appeals to state democracies for a union against overgrown 
“interests”? which opposed both the legitimate rights of the states and 
the real interests of the people, if these meant to be self-governing. 

It is this misunderstanding of the states’ rights reaction of 1798-1800 
that leads historians to a wrong view of Jefferson and the Louisiana 
Purchase in 1803, and to the even more fundamental misconception of 
the aims of the Fathers in 1787, which were nationalist in so far as 
nationalism coincided with the interests of property. Another error in 
Mr. Beard’s second volume consists in supposing that the Jeffersonians 
were essentially the mouthpieces of the southern planters. No set of 
men in all America hated Jefferson more cordially than the planters. 
They “went over’’ to his party for the same reason that certain great 
manufacturers turned to Wilson in 1912: he seemed inevitable, and 
they desired to save themselves in time. Of course these wealthy 
planters came in time to dominate the new party; such men sooner 
or later always win control of the ruling party. One might even 
prophesy that this would happen in the event that the Socialists should 
win control of the national machinery. 

Again, modern historians have been misled by the fact that Lincoln 
worked out his salvation of the Union by constant appeals to the Con- 
stitution, as though that document was not on the side of the property- 
holding interests of the South. But Lincoln knew perfectly well that the 
only way to win was to arouse the devotions of the plain people to an 
ideal constitution and thus unite men who cared for property with those 
who had too little wealth to understand the interests of property. But 
since Lincoln was a democrat, in so far as it has ever been possible for a 
President of the United States to be democratic, we have confused 
democracy and constitutionalism. The fact is that between constitu- 
tionalism and democracy there is a great gulf fixed which cannot be 
bridged. He who appeals to constitutions, court decisions, and static 
law is consciously or unconsciously an opponent of democracy; he is 
afraid of the people, of “‘the mob,” as he is likely to say. 

Confusing thus the issues of our early history because of later mis- 
conceptions—because, perhaps, of the necessities of politicians like 
Jefferson and Lincoln—scholars have not been able to see what the 
Fathers were at heart desirous of accomplishing: the creation of a 
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government of the people by an intelligent and well-to-do minority, the 
establishment of a government which should always withstand a popu- 
lar storm such as that which the Germans established when they made 
all ministers dependent upon the crown, not upon the people. Our 
constitution-makers did the thing by checks and balances; Bismarck 
did it by saving to the king or emperor the essential power in the new 
state. The Federalists planned to train and discipline the people by 
their more adroit method; the Prussians were more happy in that their 
common men were not sufficiently conscious of their rights, and the 
German training has been easier and more effective. 

If this explanation of the attitude of historians may suffice to show 
why Mr. Beard is unwelcome to scholars at one time and welcome at 
another, let us proceed to another point in our discussion of the inter- 
pretation of American history. Our author brings purely economic 
interests and motives to bear, and he shows how much they affected the 
great decisions of 1787-1800. The Constitution—the document par 
excellence of fluid property allied with the interests of owners of slaves— 
and the Jeffersonian reforms were but the items of a platform of the 
“‘interests’’ of landholders, including those of small farmers. With this 
view we may not, for the moment, find fault. But there were certainly 
other factors: a good woman of “old Virginia” once berated Jefferson 
because he had ridiculed the sacred vessels of the established church, 
and a great preacher hated “the reformer” because he had taught 
inferiors to hold their heads up in the world, to count themselves as 
good as other men, equal to the gentry. 

Now this suggests that there are certain subtle social and religious 
influences which operate powerfully upon responsible men. I am some- 
times puzzled to know why, for example, Peter Cartwright, who had 
denounced the slaveholders of the South for half a century, refused his 
support, in 1860, to Abraham Lincoln. Cartwright owned no slaves and 
he hated the slavery system. Lincoln proposed to curb the power of 
slaveowners and to do it in the most moderate and “constitutional” 
manner. Yet Cartwright stood aloof. There is something in the life 
of men, associated together for common purposes, which defies tabula- 
tion and which escapes the closest scrutiny of the historians who seek 
to show conclusively that a single cause produced certain results. 

It is this condition or circumstance which makes history the most 
difficult as well as the most interesting of all studies and which makes 
the verdicts of the distinctively economic or political historian sometimes 
very doubtful. But Mr. Beard does not claim that his work is final; 
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indeed, he openly avows that it is only fragmentary, that it is incomplete. 
One may wonder, however, whether by this he means that it is only a 
part of the economic determinism which all further research will tend to 
fix, or whether such factors as religious predilections or sheer personal 
will shall be taken into account. 

Whatever is meant by fragmentary, it is certain that his work thus 
far has contributed a great deal toward the clearing up of the public 
mind on the epoch which he has described. These volumes are enlighten- 
ing in ways in which few other studies of this period are enlightening. 
For example, chap. v of the Economic Interpretation of the Constitution 
gives a list of the members of the federal convention, and after each name 
an account of the economic and social affiliations of that individual. 
James Wilson, we are told, ‘“‘removed to Philadelphia where he estab- 
lished a close connection with the leading merchants and men of affairs, 
including Robert Morris, George Clymer, and General Mifflin. He was 
one of the directors of the Bank of North America; and he also appears 
among the original stockholders of the Insurance Company of North 
America.”’ Other similar accounts of all the leaders of the Federalist 
movement make up the chapter which concludes with a moderate state- 
ment of what would seem to be the logical conclusion: “At least five- 
sixths [of the members] were immediately, directly, and personally 
interested in the outcome of their labors at Philadelphia and were to a 
greater or less extent economic beneficiaries from the adoption of the 
Constitution.” 

In the second volume of Mr. Beard’s work the economic character 
of the Washington administrations is clearly presented. It reflects the 
views of the majority of voters both in the national convention and in 
the state conventions which adopted the Constitution. None but true 
Federalists were put on guard, unless Jefferson be excepted—and a 
reference to unpublished letters of that leader now available show con- 
clusively that he was as good a nationalist as Washington himself, though 
a Federalist in the true sense he was not. In the chapters treating the 
politics of agrarianism and the battle of 1800 we have the same kind of 
analysis which characterizes the former volume. Here the test is not 
the holding of stocks in banking or other corporations or government 
securities, but the ownership of lands or land warrants. The ownership 
of a plantation is also put down as a strong reason for voting the Repub- 
lican ticket, which, as I have already indicated, may not be quite correct. 
John Taylor is made the philosopher of the party which came to power 
in 1800, nor does this seem to be wrong. Taylor was undoubtedly the 
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theorist of the party of Jefferson, and Taylor’s ideal was undoubtedly 
the plantation interest. Yet whoever has read Taylor’s Arator will 
remember how he condemns the plantation management and especially 
negro slavery. There was thus something more in Taylor than the 
plantation “interest,” and it may be stated with more than plausibility 
that Jefferson and the small farmers and even the tenant class who made 
up the sentiment of Republicanism were far in advance of Taylor. 

But without doubt the treatment of the Republicans which dis- 
tinguishes the Economic Origins of the Jeffersonian Democracy is most 
informing. To know that land speculation and not the common good 
determined the location of Washington on the Potomac, that big 
planters made such a fight for their interests during Jefferson’s two 
administrations, that democracy could not get “‘a hearing,” or at least 
“the right of way,” is enlightening. The picture of the Family Compact 
of Connecticut reminds one of the boss organizations of many of the 
states of today, while the analysis of the struggle in New York shows more 
clearly than we have ever known before what the issue between Hamilton 
and Burr really was. Still it is very doubtful whether the author is right 
when he attempts to prove, as he does on pp. 457-60, that Jefferson was 
at heart not democratic. The constitution which he proposed for Vir- 
ginia in 1776 was certainly a much more democratic instrument than was 
proposed by any other prominent man of the time except possibly 
Franklin. It was seriously debated and not a mere matter of form. 

If this should not be regarded as a sufficient test, one has only to 
turn to Jefferson’s lawmaking in 1776-77 for satisfaction. The real 
reason that a more democratic constitution was not adopted in Virginia 
during Jefferson’s lifetime is that the state was so opposed to anything 
like democracy. Not once but many times the old Republican 
denounced the system and endeavored to secure an improvement. It 
may seem strange to people not very observant of the ways of politics 
that the greatest of all Virginians could not even reform the constitution 
of his state. But such is the fact. It is not at all improbable that New 
York will cast its electoral vote this year for Theodore Roosevelt. Yet 
it would be impossible for Roosevelt to secure such amendments to the 
New York constitution as he regards essential to the welfare of the 
people of that commonwealth. New York, like Virginia a hundred years 
ago, is willing to vote for a man she hates in order to defeat some other 
man whom she hates more cordially. 

These volumes call attention once again to the content of history. 
On this subject many have spoken. Yet another word may not be out 
of place. Possibly economic motives are the greatest in shaping the 
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course of history; but next to these I should place religious motives. 
Then social and political influences count. And there is still another— 
the purely personal factor which sometimes determines the direction a 
nation shall take at a given crisis. How much in a given crisis is per- 
sonal may be open to doubt, yet none will deny that purely personal 
willand stubbornness have contributed the decisive element, for example 
in the case of Andrew Jackson’s determination in 1830 to run a second 
time for the presidency and break the “‘understanding”’ with Calhoun 
and his friends, or in the crisis of 1870 when Bismarck recast the Ems 
dispatch in sucha way as to bring on war between Germany and France. 

If one were to make as careful study of the religious background of 
the American Revolution as Mr. Beard has made of the economic bear- 
ings of parties in the constitutional epoch, it would doubtless appear that 
the break with England and the Declaration of Independence were both 
to a large extent the results of long-growing discontent with the religious 
and social ideals of the ruling element in the mother-country. Surely 
the Presbyterian war upon the Establishments in the South was a 
factor, and the Baptist equalitarianism which was so prevalent in all the 
South was not without influence. In fact, we know that these factors 
entered into the politics of Patrick Henry and Thomas Jefferson; and 
these two men were for that region decisive in many matters of public 
policy. 

Other influences may come to the mind of the reader, all of which 
should tend to make the historian cautious in determining and cata- 
loguing the causes of certain important events and movements. What 
we have to do in the writing of history is to take into account the com- 
plexity of any given situation, examine into all the ascertainable influ- 
ences that must have contributed to a certain result, and then do what 
Lamprecht, one of the most learned of modern historians, mistakenly 
said was the easiest thing in the world: simply describe what was going 
on. Tested by such a standard Professor Beard appears a little dog- 
matic; but since he only claims for his work the importance which 
attaches to the investigation of one series of facts, the reviewer cannot 
fail to say that his is one of the most important works of recent times. 
It does all he claims to have done, which is to call men’s minds to his 
side of the story and to warn them against the kind of writing which 
ascribes undue importance to political leadership. His two volumes 
have already aroused much discussion; they are certain to count very 
largely in the historical work of the future. 


Witiiam E. Dopp 
UNIVERSITY OF CHICAGO 
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WASHINGTON NOTES 


THE COLORADO COAL REPORT 


The Colorado Coal Commission, which was appointed to deal with 
the labor differences in the coal fields of Colorado during the years 1914 
and 1915, has just presented a report to the President (House Doc. 
No. 859, 64th Cong., 1st sess.). The Commission’s report reviews the 
general conditions in Colorado with reference to arbitration and con- 
ciliation, the checking of weights at coal mines, and the question of 
discrimination because of membership in labor organizations. It con- 
stitutes an interesting contribution to the question of arbitration and 
conciliation, affording a study of the special conditions prevailing in an 
important field. Since the Coal Commission was created, the state of 
Colorado has passed three laws which have an important bearing upon 
the situation as it exists today: (1) a law creating an industrial com- 
mission, with large powers of mediation and investigation in relation to 
all industrial disputes; (2) a workmen’s compensation law; and (3) a 
law allowing the formation of mutual insurance companies for the pur- 
pose of insuring under the Workmen’s Compensation act. The Colorado 
mining laws provide for checkweighmen to be selected and paid by the 
men mining coal. The state industrial commission has been receiving 
the full co-operation of the state mine inspector’s office in investigating 
every complaint under this head. The industrial commission not only 
investigates complaints as to the checkweighmen, but it goes to the bot- 
tom of every complaint as to the short-weighing of coal in any form 
whatever. 

So far as the creation of a board of conciliation on which both opera- 
tors and miners are to be represented, and the absence of discrimination 
on account of membership or non-membership in any labor organization 
are concerned, the Commission reports that the situation in Colorado, 
in this respect, is dominated by the plan put into operation by the 
Colorado Fuel and Iron Company about October 1, 1915, for the regula- 
tion by contract of the relations between the company and its employees. 

Colorado is the first of the states of the Union to grant to its industrial 
commission the powers of compulsory investigation which are granted by 
the Canadian act as to all “industries affected with a public interest’’; 
but this power does not extend to compulsory arbitration. The pro- 
visions contained in the Canadian act which forbid either a strike or a 
lockout for thirty days while an investigation of the case is pending, but 
which leave either party free to act as it pleases after investigation, are 
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contained in the Colorado act; but the Colorado act, as interpreted by 
the industrial commission, goes even farther; for it is held to make the 
same methods applicable to all industrial disputes arising in any industry, 
thereby taking the advanced position that the public is vitally interested 
in every industry and that the abrupt stoppage of any industry is a 
menace to public welfare. By reason of these provisions of the law the 
industrial commission of Colorado has been able already to avert a num- 
ber of strikes and to bring about mutual satisfactory settlements in a 
number of cases without any interruption to industry from either side. 

The Commission reports that the Colorado Fuel and Iron Company 
has taken a step toward the definite adjustment of grievances on the 
part of employees, and that the essential features of the plan as now in 
effect are (1) that the relations between the company and its employees, 
as a body, are defined by contract; (2) that every employee is guaranteed 
the right to belong to a labor union or not, as he pleases; and (3) that the 
men in each mine under this contract are entitled to choose their own 
representatives, these representatives being protected against abuse by 
the company by a clause in the contract which entitles them (if they 
think that they have been subjected to discrimination because of their 
action as representatives of the men) to appeal to the industrial com- 
mission of the state; and the contract binds the company on this point 
also to accept as final the finding of the state industrial commission. The 
contract provides that any miner having a grievance, or any group of 
miners, may appeal from one authority to another until the president of 
the company is reached. The influence of this provision, although the 
contract has been in operation so short a time, is said to have been greatly 
to modify the attitude of the mine foremen, superintendents, and sub- 
ordinate officials. 

The temptation to be arbitrary is greatly lessened when an official 
knows that an appeal will lie from his decision, and the company is 
already finding that an increasing number of complaints are adjusted 
locally. The plan provides further for the selection of four joint com- 
mittees representative of the company and of its employees: (1) on 
industrial co-operation and conciliation; (2) on safety and accidents; 
(3) on sanitation, health, and housing; and (4) on recreation and educa- 
tion. This part of the plan went into operation only with the beginning 
of the year. It evidently contemplates far-reaching co-operation 
between the employees as a body and the corporation as to all matters 
which affect the working and living conditions of the employees. It 
assumes co-operation between the parties and not antagonism. 
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The Commission offers a considerable number of interesting obser- 
vations with reference to the industrial or manufacturing conditions in 
the Colorado field. “The most serious drawback to the prosperity of 
the coal industry in Colorado,” it says, “is the lack of market. When 
we take into consideration that in rgro the coal mines of Colorado pro- 
duced over 12,000,000 tons, while in 1915 the production did not reach 
quite 9,000,000, despite the calling off of the strike and the general 
increase in business throughout the country during the latter half of 
1915, we appreciate the fact that an adequate market does not at present 
exist.’” This alleged lack is assigned in part to the failure of railroads 
to co-operate freely, and in part to other factors. 


THE TRADING-STAMP DECISIONS 


Important decisions have been rendered by the Supreme Court of the 
United States ir the so-called trading-stamp cases (Rast v. Van Deman 
and Lewis, No. 41; Pitney v. Washington, No. 242; and Tanner v. Little, 
No. 224). In these cases the court passes definitely upon the practices 
of certain individuals who were in the habit of using the so-called trading 
stamp as a means of advertising or promoting the sale of goods. Con- 
troversy as to the validity or constitutionality of the trading stamp is 
an old one, and the decision now rendered is probably the most important 
that has thus far been offered in connection with the matter. In general 
the position of the court is adverse to the use of the stamps as a method 
of advertising—an outcome likely to affect many retail businesses 
throughout the country which have made large use of the plan. 

Perhaps the most interesting of the cases now decided is that which 
grows out of the recent statute of the state of Washington. That state 
has passed an act imposing an extremely high license tax upon all con- 
cerns resorting to the use of the trading stamp. In attacking the statute 
in question it was contended in substance that the statute of Washington 
violated the provisions of the Fourteenth Amendment to the Constitu- 
tion of the United States in that it deprived complainants of their prop- 
erty without due process of law and of the equal protection of the laws; 
(a) because it was not equal and uniform in operation, each of the com- 
plainants paying their taxes as do other merchants who are engaged in 
similar lines of business and who use other and various methods of 
advertising and who are not required to pay a license tax—wherefore 
the statute, it was argued, was arbitrary and discriminatory; (6) because 
the tax was not upon the business of the complainants but upon their 
incidents and so was an unwarrantable interference with the method and 
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manner of conducting the same, being arbitrary, oppressive, discrimina- 
tory, in excess of profits, and prohibitive, and, while nominally seeking 
revenue, able to produce none; (c) because it deprived complainants 
of their liberty and property without due process of law inasmuch as 
they could not offer a gift, or give an order upon another merchant for a 
gift, to a customer, in exercise of a “‘natural right,”’ without paying an 
onerous and excessive tax; (d) because the penalties and fines were so 
drastic and excessive as to deter the complainants from violating the 
act and so testing its validity in a court of law; (e) because the statute 
was in contravention of Art. I, sec. 10, of the Constitution of the United 
States in that it impaired the obligations of contracts with and the right 
of the complainants to contract with their customers to redeem trading 
stamps and coupons previously given by them. It also impaired the 
obligations of contracts entered into by the complainants with third 
parties for the use of the advertising system, including the use of 
the stamps and coupons and their use in the purchase of mer- 
chandise. 

In answering these and other like contentions the court now takes 
the view that even if they be sound, that does not interfere with the 
authority of the state practically to prohibit the use of the stamps by 
license taxation. It is within the police power of the state legislature 
to effect such a prohibition. The power of taxation, which is equivalent 
to the power to destroy, is again upheld as practically without limit, and 
hence not subject to the ordinary restrictions imposed by constitutional 
interpretation. It is interesting to note that in dealing with the ques- 
tion whether the use of the stamps itself is desirable as an economic 
method or not, the court is obviously in doubt, though leaning to an 
adverse opinion. Its view is perhaps most directly expressed in the 
following statement: 

There must, therefore, be something more in it than the giving of discounts, 
something more than the mere laudation of wares. If companies—evolved 
from the system, as counsel say in justification of them—are able to reap a 
profit from it, it may well be thought there is something in it which is masked 
from the common eye and that the purchaser at retail is made to believe that 
he can get more out of the fund than he has put into it, something of value 
which is not offset in the prices or quality of the articles which he buys. It 
is certain that the prices he pays make the efficiency of the system and the 
fund, if we may individualize it, out of which the cost of the instruments and 
agents of the system must be defrayed and the profit to all concerned paid. 
The system, therefore, has features different from the ordinary transactions 
of trade which have their impulse, as we have said, in immediate and definite 
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desires having definite and measurable results. There may be in them at 
times reckless buying, but it is not provoked or systematized by the seller. 


It is as yet uncertain how far these decisions will in practice operate 
to interfere with the widely extended use of the coupon or trading-stamp 
method of advertising or stimulating sales by larger concerns doing inter- 
state business. The method has already attained a large development 
in certain lines of business, particularly in the retailing of tobacco. 


THE PHILIPPINE NATIONAL BANK 


Action on the part of the Philippine government for the creation of 
a national bank is the result of a long period of evolution. For some 
years past the Philippine government has carried on an agricultural bank. 
It has also advanced funds to provincial governments and to private 
enterprises of certain kinds for the purpose of assisting in the economic 
development of the Islands. In addition to these undertakings it has 
performed certain foreign exchange operations through its treasury. 
These, taken together, constitute a considerable volume of banking 
operations, and some months ago it was thought best to consolidate them 
and to establish an institution to be known as the Philippine National 
Bank, with a definite capital but with its stock owned by the government, 
to carry on these functions for the future. The measure in question was 
passed in the early days of February, just before the adjournment of the 
Philippine legislature, and immediately thereafter the following cable- 
gram was received by the Bureau of Insular Affairs from the Philippine 
government: 

Bank bill as enacted finally provides $10,000,000 capital. Government to 
purchase majority stock: 60 per cent payable now; balance in annual instal- 
ments. Three classes operations: first, real estate; second, liquid; third, 
miscellaneous. Real estate bonds to be issued against first class, circulating 
notes to be issued against second class, but never to exceed 60 per cent capital 
and surplus. Bank also may issue notes against gold; may establish branches 
in provinces and the United States. 


Mr. H. P. Willis, secretary of the Federal Reserve Board, who had 
been requested to draft a bill creating this bank, and had acted as adviser 
to the government of the Philippines in connection with the measure, 
has been named president of the new institution and has gone to the 
Philippines on a six months’ leave of absence to organize the bank. 

The function of the new bank is (as may be seen from the facts just 
mentioned) twofold: (1) to supply long-term loans on real estate, thus 
aiding in the development of the agricultural resources of the Islands, 
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and (2) to do a general commercial banking and foreign exchange busi- 
ness. In carrying out the first of these objects the bank will necessarily 
find its success conditioned in some degree upon its ability to sell to 
investors, both in the Islands and in the United States, bonds secured by 
the deposit of real-estate mortgages in trust. In fulfilling the second of 
its purposes it will naturally seek to arrange for the rediscount of its 
paper with American banking institutions. The Philippines, in common 
with other oriental countries, have been dependent for accommodation 
on British banks and their branches. Since the opening of the European 
war these banks have been obliged to limit the scope of their operations. 
The archipelago, therefore, has been placed in the position of looking 
elsewhere for new banking capital with which to further its commercial 
development. American banks, with one exception, are without 
branches in the Islands and indisposed to establish any; but the results 
desired—closer union with the American banking system and develop- 
ment of methods for gaining the support of American capital—may be 
attained by the reverse process of creating an insular bank with branch 
representation in the United States. The problem presents a special 
phase of the general question of advancing American foreign trade and 
of consolidating it under American financial control, instead of under 
the control of foreign banks, at the same time securing to the Philippines 
the local support they need. 


CORRECTION 


In the first instalment of Mr. Carpenter’s article, “The Westinghouse 
Electric and Manufacturing Company, The General Electric Company, 
and the Panic of 1907,” at page 248 of the Journal of Political Economy 
for March, 1916, Mr. C. A. Coffin, late president of the General Electric 
Company, was inadvertently referred to as “the president, the late 
C. A. Coffin.” Mr. Coffin is, in fact, at present serving as the chairman 
of the Board of Directors of the General Electric Company. He has 
retired as president of the corporation, and his place has been taken by 
Mr. E. W. Rice, Jr. 
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The Life of Lord Strathcona and Mount Royal. By BEcKLEs 
WILLson. Boston: Houghton Mifflin Co., 1915. 2 vols., 


8vo, pp. xl+543; 533. $6.50 net. 

The Life and Times of Lord Strathcona. By W. T. R. Preston. 
Toronto: McClelland, Goodchild & Stewart. 8vo, pp. 324. 
$2.00. 

A famous English reviewer has premised that there are three requi- 
sites for great biographies. The biography must deal with a great 
man; there must be material of a special kind and value; and the biog- 
raphy must be the work of a writer with the biographical faculty. The 
first two conditions are so amply fulfilled in the case of the late Lord 
Strathcona (Donald A. Smith) that the reader of his official Life 
recognizes with genuine regret that the author lacks the biographical 
faculty. The two handsome, sumptuously printed volumes are a dis- 
appointment. Mr. Willson appears to have been submerged by his 
material, for he does not subjugate it to his purpose. The book is 
weighted down with multitudinous letters, quotations from speeches, and 
documents the cogency of which is not always apparent. On examina- 
tion, these disjecta in too many instances seem of insufficient significance 
to warrant inclusion in a first-rate study. Further, the author fails to 
take Carlyle’s advice “to abstain from and leave in oblivion much that is 
true.” For instance, though it is natural that in his later years, as a 
colonial Maecenas, as the representative of Canada in London, as a man 
who had borne a stirring part in the development of Canada, Lord 
Strathcona’s venerable figure should win considerable admiration and 
respect, still the most patient reader wearies of the details of a succession 
of highly colored incidents of which the following is a fair sample: 

‘Welcoming banners hung across the leading thoroughfares—thousands 
daily waited to catch merely a glimpse of the white hair and benignant features 
of the object of their adoration. Bevies of maidens waited on him with flowers. 
At the banquets and public receptions his appearance was hailed by deafening 
cheers, followed by a wonderful silence when he opened his lips to speak. His 
lightest word was received as sanctified incense. Every movement—nay, 
almost every gesture of the patriarchal figure was chronicled in the newspapers. 
Day succeeded day, and still the populace of Winnipeg did not tire of acclaim- 
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ing, “Strathcona! 
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In this case the biographer fails to mention the truly illuminating fact 
that before Strathcona left Winnipeg he was asked for a subscription of 
$1,000,000 toward the Selkirk Exhibition. 

Lord Strathcona’s career falls naturally into three broad divisions: 
his years as a Labrador trader for the Hudson’s Bay Company which 
began in 1838 when he was eighteen, and continued until 1868; the years 
between 1868 and 1896, when he was one of the most prominent financial 
magnates, enterprisers, ard public men in the Dominion; and the final 
years of the Canadian High Commissionership in London, from 1896 
until 1914. Of these three periods that between 1868 and 1806 is quite 
the most important. During these years the future noble lord laid the 
foundation of the enormous fortune which enabled him to become a 
patron of higher education, an entertainer of royalty and a connois- 
seur of family crests. At the same time he excited bitterer animosity 
and provoked more conflicting judgments than any other man in Canadi- 
an public life. 

In these years Lord Strathcona had a large part in every important 
Canadian enterprise. He sprang into prominence on being sent in 1871 
as a commissioner to settle the grievances of the half-breeds of Manitoba. 
Thereafter, as head of the Hudson’s Bay Company, as a joint purchaser, 
with others of the St. Paul and Pacific Railway, as a member of the 
C.P.R. syndicate, and as president of the Bank of Montreal, he was 
easily, until his death, the most considerable financial figure in the 
Dominion. There is no evidence, however, that as a member of parlia- 
ment he ever used his seat for any other purpose than to promote the 
material interests of himself and his fellow-entrepreneurs. Nor is much 
light thrown by Mr. Willson on three incidents of cardinal importance 
in estimating Strathcona’s character, to wit: the alleged use for his own 
purposes of money entrusted to him for investment by officers of the 
Hudson’s Bay Company; the purchase of the St. Paul and Pacific Rail- 
way from a receiver, alleged to have been a fraud on the Dutch bond- 
holders; and the charge that he “‘double-crossed’’ John A. McDonald’s 
government in connection with the Pacific Railway scandals, because 
he had hopes of arranging a deal with the Liberal party. The biography 
is inconclusive and ineffective in disposing of these ugly charges. The 
author does not sufficiently elucidate these possibly devious turns in 
Strathcona’s career and their influence upon the building up of his 
fortune. As a matter of fact, throughout the two volumes the economic 
and pecuniary results of his activity are barely mentioned. They are 
assumed rather than made explicit. 
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But the suggestions of unscrupulous manipulation already adverted 
to, even if true, are insufficient to account for his success. In spite 
of any defects of character Strathcona may have possessed, the 
economist who wades through these volumes cannot but be impressed 
by the due economic rewards that follow saving and foresight. In his 
early years, on a wage of two shillings a day, he saved one shilling. 
While yet a Labrador trader, he saw the possibilities of sub-arctic 
farming and developed a fine farm at his northern trading-post. This 
in itself had much to do with lifting him out of the ruck of the company’s 
traders and marking him for promotion. The enterprise drew the 
attention of Markham and other arctic explorers and made his name 
known in London. Enterprise and foresight too led him also to invest 
his savings in Bank of Montreal stock at a time when colonial banking 
institutions were still held suspect by most colonial investors. The 
same qualities led him to secure for the Hudson’s Bay Company, still 
reluctant to turn from fur trading, vast tracts of virgin land in the 
Canadian Northwest, though it was then considered almost without 
value, and forthwith to realize on these investments through the develop- 
ment of adequate railway systems. The foresight, enterprise, and skill 
displayed in the successful accomplishment of these vast projects compel 
admiration and lay a solid economic foundation, in the rewards of entre- 
preneurship, for his later wealth. 

The gift of sagacious prevision did not desert him when he was 
appointed to represent Canada in London. Indeed, he is credited by 
the late John Hay with being one of four men responsible for modern 
British imperialism. Certainly if Mr. Willson’s record of his speeches 
on Canada is at all correct, he must have been a most effective press 
agent. Of course, his princely donations, his lavish entertainments, his 
respect for rank and royalty, while they kept Canada to the front, were 
not wholly disinterested, but paved the way for his title. In this respect 
there is more than a suggestion even in Mr. Willson’s study that Strath- 
cona’s later years, to a remarkable degree, exemplify Veblen’s theory of 
the leisure class and his law of conspicuous consumption. 

This suggestion receives force and pointedness when one turns 
to W. T. R. Preston’s study of the dead peer. Mr. Preston, after serving 
a long apprenticeship in the Canadian newspaper and political world, 
received a political reward in the shape of an appointment as commis- 
sioner of immigration in London. He was thus, throughout the years 
of Strathcona’s public life, in close contact with him, and in the later 
years especially. If he was not exactly Strathcona’s valet, yet he has 
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succeeded wonderfully well in achieving the valet’s traditional point of 
view. Mr. Preston has written a sparkling, brilliant study that in 
fascination and interest can scarcely be surpassed. But it cannot stand 
as a Serious presentation; the bitter animus is too evident. Lord Strath- 
cona is too consistently represented as a supremely self-centered man, 
who lives, moves, and has his being in his own personal advancement, 
never delicate as to the means he takes to achieve his ends, but exploiting 
to the extent of his ability the resources of the young Dominion. 

Undoubtedly Lord Strathcona had a very highly developed pecuniary 
instinct, and he lived in the years when the natural idea of progress 
was exploitation; but the persistent emphasis on this aspect of his 
activity, the persistent suppression of or the nasty construction 
placed upon every seemingly worthy deed performed by Strathcona, 
makes the book seem fundamentally untrue. Mr. Preston has given a 
strikingly, indeed, extremely Veblenesque interpretation of Strath- 
cona’s life. Mr. Willson’s official biography, coming later, has failed 
to answer it, and in some degree seems to confirm it. 

D. A. MacGrsBon 


BRANDON COLLEGE 
Brandon, Manitoba 


Current Economic Problems: A Series of Studies in the Control of 
Industrial Developmeni. Edited by WALTON HALE HAMILTON. 
Chicago: The University of Chicago Press, 1915. 8vo, xxxix 
+789. $2.75. 

This is a very difficult book to characterize. The selections of which 
it is made up are uniformly short, many of them consisting of single 
paragraphs or parts of paragraphs, and practically all of them “adapted” 
by the editor. They are also from numerous and variegated sources. 
The first difficulty is to find a somewhat more descriptive title than 
the one which appears on the title-page. ‘Gleanings from Freakdom” 
would scarcely do, because many of the authors quoted are men of 
recognized scientific standing. ‘‘ Variegated Economics” would answer 
the purpose fairly well, except for the fact that it would have to be 
explained. ‘‘ Magazine Economics” would also do, except for the fact 
that many of the selections are from books rather than newspapers and 
magazines. The volume contains samples of almost every variety of 
wisdom and unwisdom, of serious statements of fact and smart 
demagogy, of economic sense and economic nonsense. 
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Every teacher of economics who has talked with men outside of 
academic circles has realized the necessity of being familiar with all sorts 
of non-academic opinions and doctrines. The young student of eco- 
nomics, however well grounded he may be in the subject-matter and the 
recognized literature of his subject, is often surprised and thrown into 
confusion by the novelty of the views which he meets in the world. He 
finds his carefully reasoned conclusions attacked from such unexpected 
sources that he needs to be forewarned against every possible surprise. 
It should therefore be a part of the duty of the teacher to equip the 
student to meet such surprises. The only way to do this is to acquaint 
him with every possible variety of economic opinion, with irrational 
as well as with rational doctrines and arguments. This, in the opinion 
of the reviewer, is the supreme value of this book. It is apparently not 
selected for the purpose of teaching the subject-matter of economics so 
much as for that of showing the student what sort of stuff he is likely to 
find in newspapers, magazines, propagandist works, party platforms, 
campaign speeches, and other ephemeral literature, as well as in books 
of permanent value. This is valuable service; and the editor is to be 
congratulated upon the thoroughness with which he has done his work. 

To show how carefully he has avoided standard or authenticated 
writings one may mention that very little material is selected from 
economic journals of recognized standing. For example, out of 412 
selections, covering 789 pages, only 4, covering 13 pages, are from the 
Quarterly Journal of Economics. An equal number, covering an equal 
number of pages, are from the Political Science Quarterly. There are 3, 
covering 5 pages, from the entire list of publications of the American 
Economic Association and but 10, covering less than 25 pages, from the 
Journal of Political Economy. Most of the others are from sources to 
which we do not ordinarily look for economic wisdom, though many of 
them are from standard books in other fields of study. 

If one were teaching in an environment where the primary problem 
is to interest the students, the fact that most of the selections included 
in this book are interesting would be a sufficient recommendation. If 
one were teaching students who are already interested and who are there- 
fore looking for instruction, the fact that a book is interesting would, of 
itself, be a poor recommendation. A dime-museum freak is usually more 
interesting than a normal man. If his freakishness shows itself in his 
utterances rather than in his appearance, the interest is likely to be 
increased. How well this book will suit the teacher of economics is 
likely to depend somewhat upon the needs of the teacher, that is, upon 
whether he needs something which is interesting and “thought-provoking” 
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or whether he needs something which is instructive. Even in the latter 
case, the reviewer wishes to insist, one very important kind of instruction 
is instruction as to what queer doctrines there are in this world—doctrines 
which the student will sooner or later be called upon to meet and combat. 
This book is commended for that purpose. 

If one might venture a criticism, it is that the editor has not suffi- 
ciently warned his readers. He does, to be sure, disclaim all respon- 
sibility for the views expressed; but there is danger that inexperienced 
readers may get the impression that there are no other views except 
those set forth in these selections. For example, in the last part, 
entitled “‘Comprehensive Schemes of Social Reform,’ the only “con- 
structive’’ schemes set forth are bizarre in the extreme. To be sure, the 
editor introduces some arguments against these schemes, but no alterna- 


tive constructive programs are presented. 
T. N. CARVER 
HARVARD UNIVERSITY 


Foreign Exchange and Foreign Bills in Theory and Practice. By 
Witui1AM F. Spatpinc. London: Pitman and Sons, [1915] 
8vo, pp. xii+215. $2.00. 

Mr. Spalding is a “lecturer ou foreign exchange to the City of 


London College.” His book is written from the British standpoint and, 
in this respect, as well as in general scope and nature, bears a family 
resemblance to Hartley Withers’ recent volume on the exchange 
entitled Money Changing. Both Spalding’s and Withers’ books are more 
comprehensive and more modern than Clare’s A.B.C. of the Foreign 
Exchanges (London, rst edition, 1892), but on the other hand both appear 
to be put together in a less workman-like manner. Spalding’s work 
contains more practical detail than Withers’, approaching in character 
Margrafi’s International Exchange (though not so signally deficient as 
the latter in explanation of the exchanges as a general system), but the 
book has many flaws as an exposition. Such passages as the following 
present themselves in it: “The Mint Par of Exchange, although it is 
only a nominal par of exchange, does enable us to get at the exact rates 
for the interchange of currency by giving us a definite point from which 
to calculate the price of debts payable on demand or at some determin- 
able future time” (p. 14). This implies clearly that when exchange 
houses make their workaday calculations of buying and selling prices 
for demand and long bills they use the mint par as data, which is non- 
sense. Truly the mint par is a ratio between two quantities which serve 
as the chief factors in determining the gold “points,” but the more one 
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knows of the exchanges the more deceptive will the author’s sentence 
as quoted appear. Again, on page I5 it is stated that “theoretically this 
par is fixed as long as the mint laws of the two countries remain the 
same, but in practice we have to take cognizance of other factors, the 
principal of which is the ratio between exports and imports.”” Though 
this sentence makes no definite assertion about the mint par, the unin- 
formed reader would probably gather that this par “in practice’’ fluc- 
tuates with the shifting of the ratio of exports to imports. Personally 
I could hardly undertake to say what the author was thinking when he 
wrote this sentence. On his first page Mr. Spalding gives the college 
professor a good-natured little dig. It occurs to me that what he has 
said concerning the mint par is a good example of the kind of writing 
we would not expect from a college professor. After citing Sir John 
Paget, K.C., on page 97, the author says: “the word ‘discounting,’ as 
this eminent legal luminary remarked, is used indiscriminately to 
describe either the position of the person negotiating a bill for value 
prior to maturity, the amount the seller of the bill receives being less 
than the value in proportion to the unexpired term of the bill: or, to 
designate the position of the party who takes over the bill giving such 
reduced value to the transferror.” This is to say, both the buyer and 
seller of a bill are spoken of as “discounting”’ it when it changes hands 
at a reduced value prior to maturity. We speak of both the landlord 
and the tenant as “renting” a house, and the thought is here that the 
verb “‘to discount”’ has the same double use as the verb “‘to rent,’ but 
the sentence as written will probably fail to convey its meaning unless 
exhaustively considered by the reader. The book is open to criticism 
at so many places for unclear, inaccurate, or misleading statements, that 
it can hardly be commended either as text or as a popular exposition. 
Nevertheless it can be read with profit by one who already knows some- 
thing of the exchanges, for it contains a very considerable number of 
points regarding practical forms and operations not found in other 


treatises. 
A. C. WHITAKER 


STANFORD UNIVERSITY 


On the Relations of Political Economy to War. By F. Y. EDGEWORTH. 
London: Oxford University Press, 1915. Pp. 36. Price 1s. 
Lessons past and present, taught by political economy regarding war, are 

the theme of this pamphlet. After mentioning past fallacies taught by the 

science, the writer states that “political economy tends in time of peace to 
develop the sinews of war, not only by prescribing useful legislation but also by 
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warning against noxious kinds of governmental interference.”” A more recent 
use has been to mitigate the strain and lesion caused by the outbreak of hos- 
tilities. But these are ancillary to the more important lesson if we heed first 
principles, namely, first, that war is universally unprofitable when viewed in the 
light of the cost in wealth and men and, second, that war will cease if the right 
sort of principles are brought to political arbitrations—the principles of utili- 
tarianism. This important lesson, the writer states, may be drawn from a study 
of industrial disputes. By abstracting patent elements of industrial warfare and 
comparing them to actual hostilities, we have analogy par excellence between 
political economy and war. But to understand the wage conflict it is necessary 
to have an artificially simplified illustration assumed under “‘normal’’ condi- 
tions. For example, the author uses the bargaining process “of the dealing 
between two individuals not in a court or market, between whom terms are 
settled neither by competition nor yet by authority,” introducing the narration 
of the evaluation of the musical snuffbox made famous by J. S. Mill in his 
Principles as best serving the purpose. Not satisfied with this artificiality, 
Professor Edgeworth finds it necessary to state the proposition in a mathe- 
matical formula. Reduced to its lowest terms and interpreted, this formula 
states that there is a point in the range of arbitration which represents the 
maximum of satisfaction to be derived by both parties, ‘‘a sum in moral 
arithmetic commensurate with the quantum of happiness which Bentham took 
as the end of politics.’’ Utilitarian principles then subsume the maxims 
current in industrial disputes and should be present in international arbitra- 
tions; and, if applied, they would tend to prevent wars, since they demand 
that each party should attend to the interest of the other. 

While it is undoubtedly true that “greatest good” makes for ideal diplo- 
macy, might it not still be argued that intelligent self-interestedness, admitted 
by the writer, dictates a contrary policy when tested by the demands of 
reality? A further criticism might be leveled against the writer’s position in 
that antebellum factors such as race hatred, national honor and prestige, and 
even “satisfactions” are not susceptible to balance-sheet interpretation; nor 
can they be reduced to any artificially simplified formula with any degree of 
validity. 

The essay closes with a reference to the Malthusian doctrine, but the 
writer is non-committal regarding the law as an efficient cause of war. 


An Economic Interpretation of the War. By Epwin R. A. SELIGMAN. 
(A reprint of chap. ii of Problems of Readjustment After the War.) 
New York: Appleton, 1915. Pamphlet, 8vo, pp. 36. 

The present war, declares the writer, is the inevitable outcome of the 
economic forces of overpopulation, diminishing returns, and the desire of man 
for food, and is an accompaniment of the evolution of national states. It is 
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essentially a struggle for markets, and its immediate causes are to be found 
in the “nationalist”? movement inaugurated in the last century. The nations 
of the world are now in the third great epoch of economic development, namely, 
competition for markets for the export of loan capital. The first and second 
epochs were characterized by the struggle for sources of wealth and raw 
materials to supply home manufactures, and later for markets for the expor- 
tation of finished goods. They were represented by the mercantilist movement 
and the building of colonial empires in the sixteenth and seventeenth centuries. 

By fortuitous circumstance the industrial revolution took place in England 
first. Aided by her mercantilist policies England forged ahead, the prime 
industrial nation of the world, outdistancing her rivals, France, Spain, and 
Holland. In that conflict Germany figured slightly, and her influence was 
unfelt. Free trade and internationalism followed, fostered by England to 
secure her world-wide colonial empire and to swell her foreign trade. But with 
the spread of the factory system during the last century, and the stocking of 
Europe with capital, a new movement arose, typified by the recrudescence of 
neo-mercantilism. Germany was its chief exponent. Driven by her excess 
population and limited investment opportunities, she began knocking for 
admission to the world markets. Having passed through the mercantile state 
rapidly, and having arrived at the point where markets for the export of capital 
are requisite for her development, she has now come into competition with 
Great Britain. The writer concludes that the war is essentially a struggle 
between England and Germany over world-markets. As to the future, he 
believes that wars will recur, and that the rivalry will persist so long as parts 
of the world remain undeveloped and competition for these markets continues. 
Internationalism and world-peace will come only with the complete stocking 
of the world with capital. Perhaps the reader will ask if under such circum- 
stances wars might not be waged for control over relatively weaker countries, 
to secure investments already made. 

The author’s method is historical, evolutionary, and realistic, and the style 
easy. While he postulates the law of diminishing returns and the law of 
population, he gives them validity by illustrations taken from reality. 


The Riverside History of the United States. Edited by Wr1titam E. Dopp. 
Boston: Houghton Mifflin Co., 1915. 4 vols., 8vo., pp. xii+275+ 
xvii; x+346+xvii; viiit+329+xxiv; 342+xiv. $1.25 per volume. 
This new history of the United States represents the collaboration of four 
men: Carl Lotus Becker, professor of European history, University of Kansas; 
Allen Johnson, professor of American history, Yale University; William E. 
Dodd, professor of American history, University of Chicago; Frederic L. 
Paxson, professor of history, University of Wisconsin. In the first volume 
Professor Becker treats of the Beginnings of the American People, closing with 
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the winning of independence. In the second volume Professor Johnson tells 
the story of Union and Democracy, and Professor Dodd deals with Expansion 
and Conflict in the third volume, ending with the close of the Civil War. Pro- 
fessor Paxson details the growth of The New Nation since the war in the fourth 
and last volume of the series. 

While this is not an economic history of the United States, it is a political 
history of the United States written with economic materials in view. Thus 
at the very beginning Professor Becker points out the economic forces in the 
European background of American history; and Professor Johnson marks out 
the conflict of interests in the formation of the Union, and the economic mean- 
ing of the Jacksonian movement. In Expansion and Conflict, Professor Dodd 
shows the inter-sectional conflicts between West, South, and East over internal 
improvements, the settlement of the western lands, the tariff, and the money 
question; and the various attempts to ally the West and South against the 
East, and the East and West against the South. The influence of economic 
factors since the Civil War is well displayed; and chapters with such headings 
as ‘The West and the Greenbacks,” “‘The Panic of 1873,” “Business and 
Politics,” “‘The Farmer’s Cause,” “ Populism,” “‘ Free Silver,” “ Big Business,” 
and others, show the pronounced economic viewpoint in Professor Paxson’s 
concluding volume. 

Little attempt is made in any of the volumes to deal with the history of 
administrations as such; rather, economic forces are treated through successive 
administrations. A very interesting feature of the volumes is the series of 
excellent maps showing the extension of the wheat, cotton, tobacco, and 
manufacturing interests at different periods, and the sectional votes for presi- 
dents and measures in congress. They serve in an admirable manner to bring 
into clear relief the political history of our nation, as shaped by the conflict 
of interests. 


An Economic Analysis of the Constitutional Restrictions upon Public 
Indebtedness in the United States. By Horace SEcrist. Madison: 
Bulletin of the University of Wisconsin, 1914. 8vo, pp. 131. $0.40. 

During the period before the panic of 1837, the great need for capital for 
the development of our vast resources naturally raised the question of the 
source of this capital. Inasmuch as it was generally anticipated that great 
returns would eventually be reaped from the investments made in this general 
development, the people felt that the funds should be furnished by the states. 

The general policy of state borrowing was practiced to such an extent that when 

the panic of 1837 came on there was. general feeling of aversion toward the 

further increase of state debts, which would necessitate heavier burdens in 
taxation. The manifest result of this change of public sentiment was to be 
seen in constitutional restrictions on further state indebtedness. Statutes were 
drawn up and passed, minutely specifying the purposes for which further 
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borrowing might be entered into by the states. As might be supposed, there 
was great variation among the state constitutions as to these restrictions. 

The author holds to the general opinion that public borrowing is a proper 
function of the state if the funds are properly used in public affairs and adminis- 
tration. The returns, he says, are to be reaped in the form of increased effi- 
ciency and development of the state. 

Borrowing on a large scale by municipalities was characteristically fraught 
with much abuse during the period of railroad expansion in this country. The 
necessary capital for railroad expansion was not forthcoming, and subsidies 
were offered as a stimulus for private investment. This, carried too far, 
resulted in a revolt of the people, and was followed by constitutional restric- 
tions, as in the case of state borrowing. The policy followed by many states, 
that of putting the same restrictions on borrowing for all cities, was unwise. 
Cities are so different in make-up and needs that it is folly to place common 
restrictions on all. The assessed value of the property of any municipality 
can hardly be considered a sound basis for the limitation of debt. The 
particular characteristics of the people are a factor which must be taken into 
account. Borrowing should be limited by considerations of the use to which 
the funds are to be put rather than of property valuation. 


Outlines of Sociology. By FRANK W. BLACKMAR and JoHN Lewis 
Grttin. New York: Macmillan, 1915. 8vo, pp. 586. $2.00. 
This work is based upon Professor Blackmar’s Elements of Sociology, 

which was published in 1905 as one of the “Citizen’s Library of Economics 

Politics, and Sociology,”’ edited by Professor Ely. The present book, which 

is one of the series of “Social Science Textbooks” edited by Professor Ely, 

omits practically none of the subject-matter of the previous volume. 

Much additional material, however, has been incorporated and by this 
means not only every chapter but practically every section of a chapter has been 
changed. Of the seven parts into which the book is divided, additions have 
been made toeach. In Part I, dealing with the “Nature and Import of Sociol- 
ogy,” the definition of sociology in particular has been enlarged. A chapter 
on the divorce problem has been added to the discussion of “Social Evolution” 
in Part II. A completely rearranged grouping of social forces characterizes 
Part III, entitled “Socialization and Social Control.” The addition of new 
ideas is no less marked in the parts dealing with “Social Ideals and Social 
Control” and with “Social Pathology.” And the last two parts, while the 
changes in them are less marked, still bear evidence of modification. 

The effect of these changes and additions has been to embody in the book 
the results of recent advances made in the science and to infuse something more 
of the psychological viewpoint. Practical questions at the end of each chapter 
and a large bibliography at the end of the volume are among the noteworthy 
additions to the previous book. 




















